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“The Challenge to Liberty” is Mr. Hoover’s first statement to the 
American people since he left the White House. It constitutes a 
straightforward defense of the philosophy of individual liberty, freedem 
of speech and of the press. Many readers will, doubtless, be in close 
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a new gold dollar as the monetary unit of the United States. This 
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and Secretary of the Treasury. To contribute to a clearer conception 
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the Adininistration’s policies, The National Industrial Conference 
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on international relations, its inflationary possibilities, its relation to 
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Monetary System of The United States”. It was prepared by Dr. Ralph 
A. Young of the University of Pennsylvania with the cooperation of 
professors from leading universities. Its non-technical discussions and 
charts make it a useful market instrument. 
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5. WITH THE EDITORS 














NNOUNCEMENT by the Fed- 
eral Reserve Board of margin 
requirements under the Securi- 

ties Exchange Act of 1934 finds trad- 
ers busily engaged in attempting to 
work out the simplest and most prac- 
tical formula for calculation of mar- 
gins. 

On registered securities a broker is 
permitted to advance to his customer 
up to 55 per cent of the current mar- 
ket price or 100 per cent of the lowest 
market price since June, 1933, which- 
ever is the higher; but in no instance 
can the loan be more than 75 per cent 
of the current market price. This 
amounts to saying the minimum mar- 
gin must be 45 per cent of the current 
market price, or else the difference be- 
tween the current market price and the 
lowest market price since June, 1933; 
but that in no event shall it be less than 
25 per cent cf current market price. 

Let us say that a given stock is sell- 
ing at 40 and that its lowest price since 
June, 1933, was 25. The margin 


trader could choose between putting 
up 45 per cent of 40, which is $18 a 
share, or the difference between 40 and 
25, which is $15 per share. But if the 
same stock is selling at 30 when the 
margin commitment is made, the trader 
will have to put up at least 25 per cent 
of 30, which is $7.50 a share, despite 
the fact that the difference between 
the current price of 30 and the low of 
25 is only $5 a share. 

The regulations prescribe only mini- 
mum requirements, and there is noth- 
ing to prevent a broker from demand- 
ing more than the minimum require- 
ment on any transaction, as his judg- 
ment of the risk dictates. The New 
York Stock Exchange’s minimum mar- 
gin requirements thus far are still in 
force. They amount to 50 per cent 
of the debit balance on debit balances 
under $5,000 and 30 per cent of the 
debit balance on larger accounts. 
Roughly, this works out about 33 per 
cent of current market price on small 
accounts and about 23 per cent on 








How to Figure Margins 


debit balances above $5,000. The 
Federal Reserve Board requirements 
are in no instance less than these and 
in some will be higher. 

Here is a simple formula: 

On debit balances over $5,000: (1) 
If low price is 75 per cent of market 
price, or higher, minimum margin will 
be 25 per cent of current price. (2) 
If low is 55 per cent of market price, 
or less, minimum margin will be 45 
per cent of current market price. (3) 
If low is between 55 per cent and 75 
per cent, margin will be the difference 
between low since June, 1933, and 
current price. 

On debit balances under $5,000: 
(1) If low price is 2/3 of market price 
or higher, margin will be 1/3 of cur- 
rent market price. (2) If low price 
is 55 per cent of market price, or less, 
margin will be 45 per cent of current 
market price. (3) If low price is be- 
tween 55 per cent and 2/3 of market 
price, margin will be the difference 
between low price and current price. 


Lowest Prices of Active Stocks Since June, 1933, are printed on pages 672-674 
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A CORRECTIVE 
TRUCE 


RESIDENT ROOSE: 
VELT does well to pro- 
pose a truce between labor 
and capital. While the fight goes on over the present 
short commons it gets shorter. Presently there may 
be nothing to divide. The whole New Deal policy 
leans too much toward rationing out what little there 
is instead of amassing something to apportion. In his 
latest fireside radio chat with the nation Mr. Roose- 
velt said that much he stands for is old stuff in Great 
Britain, but he didn’t mention the fact that the Brit- 


C. G. Wyckoff 
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Associate Editors 


of Events 


ish are not making the mistake of confusing relief and 
recovery, as we are. What is supremely needed now 
is the utmost possible production at the lowest pos- 
sible cost. This is no time to insist on a 30-hour week. 
Give the workers that can be employed the highest 
possible rate of pay and the hours necessary to fill the 
pay envelope. Their prosperity will breed more pro- 
duction and more employment. We can’t go ahead 
by going backward, that is, we can’t distribute more 
by having less to distribute. A truce between labor 
and capital, with restriction of consumable production 
as a condition, would not be so exciting and alarming 
as strikes and lockouts but it would be about as de- 
structive of the bases of recovery. Industry can not 
support a colossal relief bill, which it is doing, and pro- 
duce less at greater cost. Presently, if this sort of 
thing goes on, the employed will relapse into unem- 
ployment. 


a eh 


WHAT IS AN HE Federal Re- 
ADVISORY COUNCIL? = serve Advisory 

Council, com- 
posed of bankers, has been sternly and publicly re- 
buked by the Federal Reserve Board for venturing to 
offer to that once august body the suggestion that our 
present monetary policy is less than perfect and that 
we should return to the gold standard. The Board 
might logically have contended that we are on a gold 
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standards of sorts—very limited sorts—since our official 
price for gold has been unchanged for some time. 
Instead, it pointed out that such matters as the mone- 
tary policy and the gold standard were entirely out- 
side of its province and that of the Advisory Council 
as well. This is true, but it nevertheless leaves one 
wondering of what value an advisory council is if it 
has no right to advise on matters which clearly are of 
the greatest importance to the banking system. The 
incident is significant only in that it serves as a reminder 
that under the New Deal, for good or ill, the Federal 
Reserve Board has become more and more a mere 
appendage of the White House. 


— 
SUNNY ITHOUT California the na- 
UPTONIA tional scene would certainly 
be far less interesting to con- 
template. Perhaps there is something about the cli- 


mate that addles the collective mind of that exciting 
state, land of Hollywood, Aimee Semple McPherson, 
colossal football colleges, the epochal Townsend Plan 
and the immensely glib Upton Sinclair. Mr. Sinclair, 
a Socialist campaigning as Democratic nominee for Gov- 
ernor of California, has stolen the California show. 
Clinging gleefully to the coat tails of the New Deal— 
and thereby merely doing what most politicians have 
been prompt to do—he can even rejoice in attracting 
a national spotlight. Evidently it is believed that he 
has better than an even chance of winning, for Cali- 
fornia conservatives plainly have the jitters and we 
hear almost incredible reports of an actual “flight of 
capital” out of that usually sunny state. And over 
the past week the stock market has shied violently away 
from every stock smacking in any respect of Cali- 
fornia. 

Those who know him describe Mr. Sinclair as an 
impractical visionary. Be that as it may, he has gath- 
ered unto himself more capitalistic dollars out of his 
socialistic writings than any other living radical. In 
this respect he is intensely practical, and perhaps this 
may be one reason why thousands of otherwise sane 
Californians apparently accept his promise that as 
Governor he will end poverty in California. It is 
going to be an exciting show. Why not combine Sin- 
clair’s E PI C plan and the Townsend Plan, and name 
the merger Uptonia? Surely there will be prosperity 
or something in California when the State provides 
employment for all of the unemployed—the devil take 
capital and business!—and when there is a government 
pension of $200 a month, to be raised out of a sales 
tax, for every person over sixty. In such manner, 
according to Uptonia, will “purchasing power’ be 
swelled. We fervently hope the headache following 
this jag will not be too painful. 


—_— 


CARS operation of the $3,- 

000,000,000 worth 
of freight cars maintained by the railroads will be 
recommended in the near future by Joseph B. Eastman, 


POOLING FREIGHT A SYSTEM of pooled 


Railroad Co-ordinator, it is reported at Washington. 
The purpose is to reduce empty hauls and operating 
costs. Much has already been done along this line. 
If Mr. Eastman’s plan is practical and will actually 
reduce railroad costs, it will be gratefully received. But 
railroad men may be pardoned a certain scepticism 
when government promises in any respect to reduce 
their costs—in view of the reality that heretofore it 
has contrived very effectively to raise their costs in 
innumerable ways. While some over-capitalized roads 
need to go through the wringer, the majority need 
most of all a normal volume of trafic. The helping 
hand of the Government will help the roads most 
when it turns itself to policies designed to restore busi- 
ness confidence and a normal volume of economic ac- 
tivity. All other remedies are but feeble substitutes 
for this cure. 


— 


MONEY MAKES 
THE MARE GO 


T is a noteworthy coinci- 
dence that as govern- 
mental disbursements, of 
various and many novel kinds, mount up, the Adminis- 
tration’s prospects of a rebuff in the Congressional elec- 
tions grow less. To put it another way, it might be 
said that the more the Administration spends the fewer 
its opponents are. This is a good sample of the results 
of intimate relations between government and _ busi- 
ness. When governments have billions to spend or 
lend politics becomes business and business becomes 
politics. In the crude old times business may have 
bought voters but now we are making toward a con- 
dition in which government may induce its perpetua- 

tion by the political judiciousness of the time and place 
of disbursements. But what when the money runs out 
and the reckoning comes? Many a feast has been 
spoiled when the waiter presented the check. But the 
politicians would rather not think of this—certainly 
not when the banquet has only started. 


atl 
THE POUND HE continued decline in 
STILL DECLINES the pound sterling is the 


cause of renewed anxiety 
not only in this country, but more particularly in the 
gold bloc countries. It has reopened the question as 
to whether the world is about to embark upon a 
new era of competitive currency depreciation, the 
ultimate effects of which have engendered well-founded 
fears. Neville Chamberlain had this to say recently: 
“I have in this matter declared the policy of His 
Majesty’s government many times without, I am afraid, 
succeeding always in convincing people across the seas. 
However, I'll try once more and say that the policy of 
this government is for the present to maintain the 
independence of sterling; that the exchange equaliza- 
tion account was founded for the purpose of ironing 
out the excessive fluctuations in the value of the cur- 
rency, and we have never attempted, and are not at- 
tempting now by means of that fund, to fix exchange 
at a given point, or maintain it even within a fixed 
limit of values in the face of and in opposition to sea- 
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sonal and other powerful influences.” On the face of 
it, this would mean that sterling was to be allowed to 
seek its own “natural” level—a level at which the Brit- 
ish internal price structure would be in adjustment 
with that of the rest of the world. What the actual 
exchange figure might be so far as the United States 
is concerned cannot be known to anyone. However, 
the British have long maintained that the dollar was 
grossly undervalued and their arguments have not been 
unconvincing. Yet, if this is so we face considerable 
trouble. A declining pound will exert a deflationary 
effect upon our prices. Artificial measures taken to 
offset such a decline would almost certainly have to be 
of an inflationary nature; and how much further would 
it be safe for us to go along these lines? At the same 
time, in all fairness, it must be admitted that if the 
dollar is undervalued we are currently exercising a de- 
flationary pressure on Britain’s prices, which she likes 
no more than we do. Should the matter actually be as 
it seems, the United States and Great Britain have about 
reached the point where disaster to both and to the 
world in general can be averted only by international 
co-operation. 


a 


HE Third Internationale 
is starting a new cam- 
paign under the leader- 

ship of Stalin to bring on a world revolution. This is 
a sharp reminder of the colossal blunder this nation 
made when it recognized the Soviet government. Recog- 
nition and its expected billion-dollar buying by the 
Soviets in this country means only that we are to 
help the communists to spread their heresy. So far, 
we are glad to say, there has been no Russian buy- 
ing here—and there will be none until we lend the 
Russians the money with which to buy. When we 
shall do that we shall simply be financing commun- 
ism to undermine free institutions here as well as 
in the few other countries in which they still sur- 
vive. The world has been horrified by the revela- 
tions of the willingness of arms manufacturers to 
arm the enemies of their own countries, but to our 
way of thinking it is far worse for a government 
to pursue a policy of coddling and nursing its arch- 
enemy. 


SAME OLD 
RUSSIAN BEAR 


—— 


WATCH YOUR HE owners of capital to- 
CAPITAL day have considerable 

reason to fear what pres- 
ent political tendencies will do to their thrifty accumu- 
lations. This fear is more acute than it has normally 
been in this country, and is certainly justified as one 
considers the extent to which accumulated capital may 
be whittled away by rising taxes and by governmental 
policies which curtail or destroy the. wages of capital. 
It is worth while, however, for the investor to remind 
himself periodically that at all times he must be alert 
to a broad variety of forces which constantly threaten 
to nibble away at his wealth. The danger is not alone 
in the political field, even though it is there most 


obvious. The economic winds and rains and storms are 
likely to beat down in erosion upon any lump of capi- 
tal, for it must not be forgotten that capital is con- 
stantly and remorselessly competing with capital— 
destroying it, replacing it to meet the endless demand 
for cheaper and more efficient economic service. We 
have made progress in this country only because capi- 
tal gains have exceeded constant capital losses. The 
list of such past losses is endless. Today we see capital 
invested in trucks and busses and airplanes eroding the 
capital invested in railroads. Today we read of a new 
development in the swift communication of facsimile 
messages by short-wave radio. This is both a promise 
and a danger signal. If successful, the new process wiil 
reward the capital invested in it and erode the capital 
invested in other forms of communication. The 
example is typical. Fortunate is the investor who can 
escape all erosion in a lifetime! 


—_~ 


INFLATIONISTS N behalf of the Socialist 
NOTE League a proposal which 

was tantamount to a par- 
tial confiscation of capital recently came before the 
British Labor conference as a part of a program for 
the socialization of British industry. In a radical body 
it might be expected that such a proposal would be re- 
ceived with acclamation, but apparently British labor is 
conscious of its stake, direct or indirect, in British in- 
dustry—even though, be it noted, its stake is far less 
substantial than that of American labor in American 
industry—for the amendment was overwhelmingly de- 
feated by a vote of 2,118,000 to 149,000. No com- 
fiscation of shareholders’ property was the mandate to 
the party leaders. Speaking against the amendment a 
former Minister of Transport under the Labor Govern- 
ment said: “Great Britain is not the type of country 
and has not the type of people who are going to re- 
spond readily to confiscation. At the last general elec- 
tion it was the working classes who were mortally 
afraid that their humble shillings and a few pounds in 
the Postoffice Savings Bank were endangered by us. 
Every labor candidate knows that and curses it. One 
of the facts that we must face is that the workers in 
some ways are more concerned about their little in- 
vestments than are some of the capitalists about theirs.” 
The rank and file in our own country who have been 
impressed with radical proposals in recent months 
would do well to keep these remarks in mind before 
making a final choice on election day. A vote for an 
inflationist in Congress, no matter what his party label, 
is a step toward capital confiscation by the destruction 
of values. 


I 
THE MARKET UR most recent investment 
PROSPECT advice will be found in the 


discussion of the prospec- 
tive trend of the market on page 640. The counsel 
embodied in this feature should be considered in con- 
nection with all investment suggestions elsewhere in 
this issue. Monday, October 8, 1934. 
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Better Market Action 
Indicated 


Internal Position Improved—New 


Deal’s Attitude 


More Constructive 


By A. T. MiLuer 








HE action of the stock 
market over the past 
fortnight has been en- 
couraging and it is not too 
much to say that from 4 


Stocks 


strictly speculative point of DuPont 

view the present indications etilinn 

are more favorable than they 

have been in many months. General Electric 
The long line of descending Gylf Oil 


“tops” and “bottems” marked 
out by the irregular intermedi- 
ate reaction between early Feb- 
ruary and late July now shows 
cumulative evidence of being 
significantly altered. The low 


National Lead 
Union Carbide 
Lake Shore Mines 


Recommended for Current 
Purchase 


Commercial Credit 
Great Western Sugar 
American Cyanamid 
Continental Oil 
Liggett & Myers “B” 
Pillsbury Flour 
United States Gypsum 


even chance that the low level 
of last July can be accepted as 
a probable minimum level not 
soon to be penetrated; and that 
the question with which the 
market will occupy itself over 
the near term will be the pos- 
sible scope of intermediate ad- 
vance, rather than of decline. 
Demonstration of an ability to 
rise decisively through the best 
price levels of August would 
constitute a hopeful technical 
signal. 

Our preceding article reiter- 


ated a policy, unchanged for 








prices of July have held 
against pressure both in the 
first week of August and the third week of September. 

The September test was followed by a rally which was 
interrupted under the best levels of August by apparent 
speculative disappointment in President Roosevelt's radio 
address to the nation, by weakness in the speculative com- 
modity markets and by isolated liquidation in several 
prominent stocks affected, or thought to be affected, by the 
political situation in California. 

As frequently happens, these minor obstacles were en- 
countered at a time when technical reaction was a normal 
expectation, following nearly ten sessions of advance. The 
point of present technical interest is that the most recent re- 
action has proved of no more than technical significance, 
that the market as a whole has shown a convincing ability 
to resist isolated instances of liquidation and that it is at 
this writing engaged in an effort to extend the intermediate 
rally which began in the third week of September, rather 
than to extend the decline. 

Other internal indications likewise appear to be favorable, 
so far as they go. Recent periods of reaction have been 
marked by small volume. While the same is true of periods 
of improvement, these at least have had a slight edge in ac- 
tivity. Moreover, it becomes increasingly evident that the 
speculative clean-out of last July constituted a purge of stale 
trading positions needing no repetition. This is reflected 
both in the low level of brokers’ loans and in the prompt- 
ness with which the general market on repeated tests has 
“bounced up” from the lower level of the broad trading 
range that has persisted since October of last year. 

While we see nothing in the picture to suggest a dynamic 
advance in the near future, we believe there is a better than 
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months, of recommending in- 
vestment accumulation of 
sound equities in every period of intermediate reaction. It 
likewise expressed the opinion that trading commitments 
undertaken around the lower level of the trading range 
marked out by the July lows offered promise of intermediate 
profits. There is no change in this view, although it is 
necessary to point out that at the present higher price level 
a portion of probable intermediate gains has been realized 
and that it is probably the part of prudence to confine pur- 
chases to periods of technical correction. 

We have stated before that a dynamic change either in 
the business picture or in the monetary outlook probably 
would be required to lift the market into a fresh phase of 
the major bull market that was interrupted in late July, 
1933. No such change is imminent. Nevertheless, there is 
room between present prices and the top level of the year 
for a quite satisfactory recovery. When more of the ground 
lost since last February has been regained it will be time to 
consider the limitations of our situation. 

Fortunately, we are able to state that our presently in- 
creased confidence in both the near-term and the longer out- 
look rests upon factors far more fundamental than the tech- 
nical considerations cited above. 

We are not among those who feel disappointed in Presi- 
dent Roosevelt’s “fireside talk” of September 30. Admit- 
tedly, it left much to be desired at a time when the restora- 
tion of business confidence is the chief need of the nation: 
but the significant thing is that in that address the President 
for the first time clearly recognized this vital need. The 
address, in short, was an effort to restore the confidence of 
business and capital. 

Bearing in mind the political problem faced by the Presi- 
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dent as the Congressional elections approach, it is fair to 
hold that he went about as far as it was practical for him to 
do in revealing his hand. Moreover, it is significant that he 
concerned himself almost entirely with the problem of re- 
covery, whereas in all preceding addresses the New Deal 
reforms had been emphasized. 

Specifically, there is encouragement in his reiteration that 
he relies “upon the driving force of private initiative,” in 
his sensible suggestion of a truce between capital and labor 
and in his frank recognition that mistaken economic policies 
of NRA will have to be modified or abandoned. 

Conceding that there is risk in attempting to read too 
much between the lines of this address, we nevertheless be- 
lieve there is a better than even chance that it will turn out 
to have been a significant milestone in the career of the 
New Deal. This is supported by the unbiased views of 
various Washington observers. 

The significant thing is that the Administration, assured 
of endorsement at the polls next month, is nevertheless no 
longer inclined to ride blissfully along on the momentum 
of popular favor, with blind confidence that its previous 
recovery policies ultimately would work. There is every 
indication that it is soberly concerned with the absence of 
significant economic progress over the past year and that it 
is inclined from this point on to review those policies more 
realistically and to adjust them to the practical economic 
necessities of the country. 

In short, the evidence is that Mr. Roosevelt will try hard 
to make peace between capital and the New Deal and to 
encourage capital to go back to normal employment in the 
interest of orthodox economic recovery. We believe this 
tentative conclusion 
is more than likely 
to find further con- 
firmation in Admin- 
istration statements 
and actions over 
coming weeks, and 
especially after the 
elections are out of 
the way. 

There is, of 
course, another and 
less hopeful side to 
the politico-economic 
picture and we can 
not afford to ignore 
it. It is far easier to 
destroy the confi- 
dence of capital than 
to re-build it. Un- 
questionably the 
New Deal over the 
past eighteen 
months has set in 
motion very power- 
ful political forces 
in this country. 
Politicians and the 
mass public have 
had a tempting taste 
of vast Federal 
spending and governmental experiments that go far toward 
socialistic lines. 

Is one wrong today in sensing a growing fear not of 
Roosevelt but of the mass vote and of Congress? Thus far 
the President has been engaged chiefly in pushing down the 
accelerator. It remains to be demonstrated whether he can 
wield equal power in putting on the brakes. The main 
body of the legislation that he needed for his policies of 
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recovery, reform and relief has been written. While he will 
undoubtedly call for certain additional legislation when 
Congress convenes next January, it is a reasonable assump- 
tion that it will deal chiefly with rounding out a program 
the chief features of which are generally known. The ques- 
tion is going to be whether Congress will stand pat on what 
the Administration asks, or whether it will insist on taking 
a popular mandate as justification for going off on a notable 
spree of its own. 

Without a shadow of a doubt, the coming Congress will 
again dangle before our eyes the veterans’ bonus, agitation 
for all varieties of inflation and innumerable spending 
schemes. Mr. Roosevelt may or may not be able to steer 
it down the middle of the road. Until it is demonstrated 
that he can do so, the gratification of capital at any and all 
reassurances that the President himself can offer will inevit- 
ably be tempered by certain doubts as to the ultimate bal- 
ancing of the Federal budget and the ultimate worth of the 
dollar. 

All of which boils down to the fact that there are but two 
alternatives open. First, a more or less orthodox economic 
recovery, regarding which the President’s own statements 
and actions are presently encouraging. Second, more gov- 
ernmental “shots in the arm,” regarding which the more 
likely originating source promises to be Congress. In either 
event, clearly a turn to policies of deflation is out of the pic- 
ture. 

It is on this reasoning that we have consistently adhered 
to recommending that sound equity investments be firmly 
held, and that we again accompany this article with a list of 
favored stocks, most of which are of investment caliber. 

The current busi- 
ness records are of 
interest chiefly in 
that they appear to 
indicate that the 
momentum of the 
reaction in economic 
activity is now 
spending itself 
around a level about 
as low as can be jus- 
tified by the realities 
of our situation. 
Business activity, in 
short, is only moder- 
ately higher than it 
was in January, 
1933, when the 
banking collapse 
was looming in the 
financial skies or in 
April, 1933, when 
the first gasp of re- 
covery had just be- 
gun. Even in the 
absence of categori- 
cal proof, it seems a 
reasonable assump- 
tion that those levels 
represent a mini- 
mum below which 
business is unlikely to go. For that reason, the probabilities 
appear to point to an early turn for the better. 

Even allowing for the basic difficulties of the heavy in- 
dustries in the continued stagnation of long-term financing, 
there can be little doubt that industrial activity is below the 
level of current consuming power, as reflected in the figures 
of employment, payrolls and retail trade. Although it is 

(Please turn to page 682) 
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This Coming Election 


Business Awaits Outcome in a Contest 


Between Radical and Conservative Forces 


By Tuomas L. Gopgy 


N the civil wars of China, we are told, combatant units 
not infrequently change sides, according to the personal 
interests of their commanders—who foot the payrolls. 

The armies are aggregations of the retainers of the wholly 
realistic war lords. These practical warriors are fighting at 
* all times for themselves. 

Something of a parallel can be drawn between the Con- 
gressional electoral contest now at its height and the sophis- 
ticated ways of the “heathen Chinee” fighting men. Indeed, 
this parallelism always is in evidence in the off-year Con- 
gressional elections. No matter how much national issues 
may be played up by the national committees and by the 
candidates themselves, local issues of a minor, petty, and 
even contemptible nature are always important and some- 
times dominant in controlling the outcome. 

So it is that no reflections of the trend of public opinion 
are to be found in the fact that 52 Democratic members 
ol the House—all of them declared New Dealers—were 
defeated in the nominating primaries. Nor is there any 
significance in the way of coming events to be found in 
the fact that but five Republicans were denied party 
authorization to return to Congress. ‘The Democratic 
members were defeated at the primaries for such reasons 
as that their constituents had figured out that they had 
been in Congress for six years, say, and had thereby got 
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some $60,000 or $70,000 of salary and mileage money, 
which was quite enough for them. Give somebody else a 
chance at those good salaries, that luxurious traveling, 
dispensation of patronage, and a flicker of glory! In other 
instances the local freemen reckoned that their Congress- 
man had not corralled a fair share of patronage and relief 
money for their district, or that they had given ex-soldiers. 
a raw deal, failed to bring home the new greenbacks 
and had not solved local unemployment problems. Some- 
times the contest was purely one of personalities or of an 
aspiring out against a deserving in, with the extrovert 
putting it all over the introvert, and geniality dousing 
brains. 

Now this same sort of guerilla warfare has been trans- 
ferred to the final contest between the party nominees. 
Besides Congressional contests there are state, county and 
municipal contests to divert public interest from the big 
show of national policy in the making. In 1932,, the 
masses of the people had their eyes on Washington and 
the urgency of the bread-and-butter question, in its national 
angle, made for straight tickets in line with the national 
division. They mostly voted for Roosevelt and plumped 
for anything and everything that was on the ballot with 
him. This year they are apparently about as strong for 
Roosevelt as they were in the election of two years 
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ago, although not so dead sure that he is their Moses. 

The chances are that they will accord him the numerical 
strength in Congress which he seeks even though the 
quality of that strength may not be all that he desires. 
Personal considerations rank high in determining the Con- 
gressional choices. The underlying issues of the campaign, 
such as the advance of socialistic tendencies, the abandon- 
ment of private capitalism for state control with the further 
advance of government into business, sound money or 
inflation, conservatism or radicalism, all are forgotten by 
too many in a welter of contests in most of which the prime 
question is “who can get us the most money?” 


National Issues Taboo 


The failure to emphasize national issues may be laid to 
the candidates of both parties. So afraid are the Republi- 
cans in many districts that the mistake might be made of 
putting a national issue into a national contest that they 
have notified national committees to keep all national 
speakers out of their districts. They calculate that a nice, 
or nasty, little scrap on such important subjects as intimate 
personal records, local jealousies and old and new factional 
feuds is more for their winning than one dealing with such 
a distant abstraction as the fate of the nation. 

Some Democrats find themselves in a similar predicament. 
Swept into office by the Roosevelt tidal wave of 1932, they 
now find that it is receding rather fast in their particular 
creek, with dread possibilities of never floating them back 
tu fair Washington again. Such wind-vanes are prone to 
whisper around that they are well aware that some of this 
Roosevelt stuff is pretty raw and that they have real misgiv- 
ings as to what it will eventually do to the home of the free 
and the land of the brave. But they dwell on the desira- 
bility of having a nucleus of sane and dependable men in 
the halls of Congress—men who by their party afhliation 
can do more than out-and-out enemies to keep braintrusters 
and officeholders from running wild with the Rooseveit 
ball. Many candidates for Congress have taken a leaf from 
the campaign book of Maine’s Governor-elect Brann, who 
kept away from the quicksands of vague political issues and 
orated convincingly concerning the large sums of Federal 
money and vast number of jobs the New Deal had brought 
to Maine. Maine Yankees are 


in the House of Representatives would not be a disaster— 
only a rebuff. A gain of fifty by the Republicans and a 
loss of fifty by the Democrats would make the two parties 
stand around 260 Democrats and 167 Republicans, allow- 
ing for vacancies and five Farmer-Laborites. If the Republi- 
cans should gain even thirty seats, however, they would 
have more than a third of the members. That would keep 
the Democrats from dictating gag rules for the House, 
and would insure debate and deliberate consideration of 
crucial measures—which is just what party bosses never 
want when they are in the saddle. 

In the Upper House indications also favor the followers 
of the New Deal, for it is likely that the Democrats will 
gain five seats in the Senate. This would give them a two- 
thirds majority without counting the lone Farmer-Labor 
vote of Senator Shipstead. 


Feeble Beginnings of Revolt 


The casual observer of politics would think from what 
he reads and hears that a revolt is rising against Roosevelt 
and the variant radicalism for which he stands. Practically 
all the independent Republican newspapers that have been 
for him or tolerant of his policies have slipped definitely 
into the anti-Roosevelt ranks. With them have gone some 
influential Democratic papers of independent slants and 
audiences with thoughts in their heads and cash in their 
pockets. Fully two-thirds of the Southern members of 
Congress are philosophically opposed to most of the Roose- 
velt alphabetical regime and are setting themselves for the 
critical moment when they will have to dig in their heels 
and pull back on the reins. Most of the talk in hotels, 
clubs and cars—formerly pro-Roosevelt, is now anti. The 
orthodox economists have come out of hiding in the colleges 
and in business and are now chasing the heterodox devotees 
of the dismal science all over the lot. The business men 
who took off their hats to Roosevelt a year ago and declared 
him a God-sent leader are beginning to think that they 
had a day of folly. They are getting so sick of the eternal 
Washington innuendo that business was and is the curse 
of the nation that they are turning away from the Admin- 
istration. Price control, production control,—long cried 
for, they now spurn. People of thrift and saving are 
getting very tired of the impli- 
cation that anybody who has 





naturally Republican, but they 
are also naturally thrifty. And 
so Maine went hell-bent for 
the Democracy and the New 
Deal. And the Yanks of other 
parts of this Yankee land are 
not fundamentally different 
from the Maineites. 

After allowing for all the 
dirty and petty arguments 
that make and unmake Con- 
gressmen in all years, particu- 
larly off years, for the general 
pull of more weighty con- 
siderations, and the trend of 
the times, the conclusion an 
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“The underlying issues of the campaign, such 
as the advance of socialistic tendencies, the due. 
abandonment of private capitalism for state 
control with the further advance of government 
in business, sound money or inflation, conser- 
vatism or radicalism, all are forgotten by too 
many in the welter of contests in most of which 
the prime question is ‘Who can get us the most 


kept his nose above water in 
these times is an undesirable 
citizen except when taxes are 
But these intellectuals 
and solid citizens are as yet 
only a ferment which has not 
produced results. 

I have talked with people 
from every chief region of the 
country during the last month. 
They all agree that while the 
inevitable reaction against 
Roosevelt and the profligate 
new dealers has set in it will 
not get anywhere this fall. 








unprejudiced forecaster arrives 
at is that the Democratic 
loss of seats will be less than the political seasonal index 
would indicate. 

There is a general disposition among partisans and 
observers to predict that the Democrats will not only carry 
Congress again this fall, but triumphantly. A triumph for 
the Democrats in this off-year of disintegration and of 
party and principle-laxity would be a net casualty list of 
less than 30 seats. Even 50 dead Congressional Democrats 
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The wretched masses are grate- 
ful to the Government for 
having taken care of them, farmers are grateful for con- 
trolled prices and payments for raising nothing except hell, 
the inherent democracy of the country feels that again it 
is dominant, the natural rebels of youth are still for the 
man for whom they plumped two years ago. 

And, above all, the foxy Farley taking advantage of the 
partisan opportunity of a century has built out of public 

(Please turn to page 678) 
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Happening in Washington 


By E. K. T. 


President's “fireside” radio talk 
was interpreted by the “business con- 
gress,” which is always in session these 
N R A days in Washington, as being 
reassuring in general but lacking the 
details which business craves. Nothing 
was said about the intended monetary 
policy, and that is what business would 
like to have settled once and for all. 
Some hold that it has restored the 
Roosevelt influence over wavering ad- 
mirers and followers. Democrats say 
it couldn’t have been better, from the 
standpoint of putting the Roosevelt 
power behind their congressional cam- 
paign. They feel that so far as a large 
zone of the business world is concerned 
the curse has been taken off the unfortunate Green Bay 
speech. 


After election, it is expected the President will go more 
into detail in the direction of calming the fears of the busi- 
ness world. The September 30 talk leaves him strong with 
the liberals, holds his conservative followers—and dis- 
courages the radicals. But nobody hereabouts sees how he 
can say anything definite or encouraging about the budget 
and relief expenditures—because there is nothing to be said, 
with more people on the various kinds of relief rolls than 
ever before. This is usually the case toward the end of a 
depression, as savings run out and jobs do not come in. 


Monetary reassurance is not on the books. President 
thinks there are too many variables in this problem to make 
it judicious to commit himself at this time. On the one 
hand he is not ready to give up the theory that further de- 
valuation may be a handy medicine for prices, and on the 
other hand he thinks it would be poor policy for the United 
States to take a final stand on the gold content of the dollar 
until the world has had enough of resilient money and is 
ready to return to rigid standards. So, it looks as if we 
would have to recover without a nearby return to a fixed 
dollar and the gold standard. 


National Recovery Administration overhauling is 
not altogether to the liking of the business congress. The 
policy-making body in the new set-up is considered over- 
loaded with enthusiasm and bureaucrats. On the other hand 
the NRA Administrative Board which succeeds General 
Johnson as head of administration of N R A is viewed with 
general approval, and the spectacle of a big business man, 
Clay Williams, tobacco tycoon, as chairman is good for 
eyes inflamed with close quest for profits. 

Contrast between the Committee and the Board is 
typical of the President’s policy of tacking toward the 
left as soon as he tacks to the right. On these tacks he 
loses a few radicals and a few conservatives, but keeps 
more of both with him than he would on a straight 
course. 
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Prices and N R A are in for a 
divorce. Richberg doesn’t like price 
control; Leon Henderson, N R A policy 
planner, is opposed to price regulation: 
and sad to say, some of the industries 
that once esteemed price control as 
above all other things in N R A are 
turning against it. By one of the 
strangest reversals of opinion which | 
have ever seen in the business world, 
the big fellows in some industries, once 
the warm friends of price control, are 
for kicking it out; while the little fel- 
lows who were weeping all over Con- 
gress about it last winter are now 
howling that they will be ruined with- 
out fixed prices. 


Richberg is now beyond a doubt the boss mind of the 
recovery job. As head of the Industrial Recovery Commit- 
tee and two or three other top-executive committees he has 
a place that Johnson never remotely glimpsed. He is, in fact, 
the industrial co-ordinator of America. If anybody had said 
two years ago that the militant attorney of the railway 
unions was to become the industrial dictator of the United 
States he would have been loudly ridiculed. General John- 
son would have laughed long and loud at the idea that he 
had discovered the man who was to oust him. 


Code representatives who have talked to Richberg 
during the last few days say he intends to shape N R A 
policy along less arbitrary and more tolerant lines than it 
took under General Johnson. Even on price regulation, 
although he is much against it in principle, he concedes that 
particular industries and particular situations may call for 
emergency methods which will indicate expediency first and 
general principle afterwards. This, too, is to be remem- 
bered: The NRA personnel learned a lot about industry 
during eighteen months, and there is scarcely a high official 
in the place who hasn’t changed his attitude in consequence. 

Some of these officials confess that they blush when 
they recall some of the things they did in the early days. 
One of the hardest boiled reformers in NRA said the 
other day that he was surprised to find how honest busi- 
ness is. 


Budget balancing will go into the discard for two 
years more. Inflation therefore draws that much nearer. It 
could be avoided if there should come soon a real expansion 
of business—production—but the recovery policies of the 
Government don’t make in that direction. Everything, al- 
most, that the Government does these days along New Deal 
lines butts against recovery, for it either alarms capital or 
helps it to play safe without productive effort. Govern- 
ment apologists talk optimistically of swelling trade statistics 
and insist that production, even in the durable goods indus- 
tries cannot long resist lively consumer buying. 

They insist that commercial expansion will gain 
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momentum steadily. But the Jeremiahs declare that 
expanding trade without increasing production is a 
symptom of incipient inflation. 


Growing arrogance of Government is seen in the pan- 
ning the Federal Reserve Board gave its Advisory Council 
for tendering some advice—good, too. How absurd for 
the Brain Trust of the Reserve System to proffer advice 
in favor of sound money. When that Central Bank comes 
there will be no troubles of this sort. And I am really 
afraid that it will come at the next session of Congress. 
At the moment Washington feels that the Republicans 
will scarcely make a dent in the Democratic majorities in 
Congress. If the Dems keep a two-thirds majority in the 
House and gain it in the Senate success will go to the heads 
of the radicals. 

Great majorities in Congress are a two-edged sword. 
They can make or break the Administration. They 
can pass Administration measures but they can also 
override vetos. And they weaken party discipline. 


British system of integration of the executive and the 
legislative powers is what the President aims at—and that 
is why, in part, that he is accused of dictation. He thinks 
that all public policy legislation should originate with the 
executive. Let Congress accept or reject. With Congress 
and the White House of the same party, responsibility is 
then definitely centralized. This idea of placing legislative 
responsibility on the President really was planted when the 
present budget system was adopted. 

But great off-year majorities in Congress will en- 
courage all sort of individually initiated public bills. 
Little weather-beaten houses back home will be weighed 
against the White House. 


Railroad executives 


dear silver money be so advantageous for the Chinese? 
Dear Chinese money is good for us—more exports 
from United States to China, but what the Chinese want 
is more exports to us. So, China may go to gold because 

it has silver. 


People used to be money mad, but now they are money- 
scared. Popular topic when two or three people with cash 
get together here is: “What shall we do to be saved?” Man 
in St. Louis has found his answer in a hundred thousand 
tons of pig iron—imperishable, hard to steal, certain to go 
up in value as fast as money goes down. Iron was money 
once, but here’s a man who thinks it is better than money 


now. 


Wags who launched that yarn about the enticing busi- 
ness of non-hog raising under A A A economics are laugh- 
ing now more uproariously than when they concocted it. 
That grand hoax rolled over the country like a waxing 
snowball, doing more damage to the something-for-nothing 
plans of A A A than all the cogent attacks of brass-tack 
economists. Finally, Secretary Wallace has solemnly 
branded it as a hoax and explained how such a live-stock 
venture could not be. Now, altogether, ha-ha-ha! 


In proportion as N R A gets away from the emer- 
gency excuse—and the emergency gets away from NRA 
—the chances for hostile Supreme Court decisions increase. 
With people and industrialists yowling for freedom of ac- 
tion in order to meet the emergency, with price control 
and production curtailment on the toboggan slide to ob- 
livion, and with the statutory limitation of the emergency 
period only eight months awiy, the cases now in and headed 
for the court are nothing to excite that body. The Adminis- 
tration is not much concerned 
about what the Court may do 








think that the New Dealers 
are intent upon nationalization 
of the railways as the first big 
step toward socialization of in- 
dustry. Present fight for 
higher freight rates and 
against railway pensions is 
partly designed to show the 
country that the plight of the 
railways is proof of govern’ 
mental inefficiency and not a 
reason for more government. 
Executives feel that for the 
present at least this strategy 
has been effective in postpon- 
ing nationalization until pri- 
vate control has had a trial. 
At present, they say, we have 
private ownership and blun- 
dering governmental manage- 
ment. 

But 15 per cent increase 


Taxation is a soft pedal problem in Washing- 
ton these ante-election days, but it will fill the 
air right after election. 
taxes must be removed or replaced. Tremen- 
dous pressure will be brought by consumers 
and producers to keep the gasoline tax from 
being renewed, but the Treasury is determined 
to keep this consumption tax; these are no 
times to throw away $200,000,000 a year, and 
my guess is that we shall have more rather than 
fewer excise taxes. I can see no political pos- 
sibility for raising income taxes in the lower 
brackets. More practicable, politically, will be 


the taxation of corporate surplus. 


except as it may affect its atti- 
tude toward the permanent 
body it is planning to succeed 
NRA. Business, also, is now 
The expiring excise more concerned about the 
future than the present, hav- 
ing decided that N R A is now 
largely dzad horse. 


Housing Campaign is 
being pushed with more vigor 
in order to stimulate the heavy 
industries. Now estimated that 
over 50,000 loans for renova- 
tion, rebuilding and moderni- 
zation have been made, and 
more are being closed daily. 
Banks are becoming more en- 
thusiastic as eligibility of such 
loans is better understood. 
Manufacturers of building 
equipment are jubilant and 





in the volume of traffc 
would neutralize the latter 
—and how the railway executives do pray for that 15 
per cent! 


Silverites are abashed by China’s appeal to President 
Roosevelt to let up on the boosting of silver. It was their 
contention that silver being the standard for half the world, 
we must have a restoration of silver in order to do business 
with that half. Now the nation that has the most of it 
says that the higher it gets the worse off that nation is. Why 
not? If cheap paper money is good for us, why should 
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aiding the movement through 
publicity and in financing con- 
sumer’s purchases. Government is also attempting to im- 
prove mortgage market by R F C loans to trust companies 
and other mortgage institutions. 

United States Court decision at Memphis enjoining con- 
trol of prices by lumber code on ground that Industrial 
Recovery Act does not authorize price regulation causes 
Housing Administration considerable concern because of 
upsetting of the price structure in the building material 
industries. Fear is expressed that the public will hesitate 
on new housing expenditures until the situation is cleared. 
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Can the New Deal Break 


the Economic Jam? 


Yes—Reasonable Modifications of Present Poli- 


cies Can Restore Business to Prosperous Activity 


By LaurENCE STERN 


HE universal desire 

in this country is 

the sense of secur- 
ity that comes from nor- 
mal employment and a 
rising standard of living. 
It can be had, as we all 
know, only out of the full 
employment of the vast 
facilities of production 
that science, inventive 
genius, management and 
initiative have made avail- 
able to us. 

On this cardinal point 
there is no dispute be- 
tween government and 
business. But there are 
very wide—and sincere— 
differences of opinion as 
to the methods and poli- : 
cies that should be pur- ies Saree eee 
sued in the search for that 
more abundant life which 
lies so tantalizingly within reach of our potentialities. 

In despair, we have in recent years increasingly placed 
our hope in the guiding hand of government—although 
we well know that government creates nothing, and that 
its abilities and capacities are merely regulative. 

Of what has the resort to governmental guidance availed 
us? Let us not split hairs as to the numbers re-employed 
or the percentage of improvement in economic activity as 
compared with the depression low. The incontrovertible 
fact is that to date we have accomplished merely a partial 
and wholly inadequate recovery. 

What is more important, there exists today a widespread 
lack of confidence that this partial recovery is continuing 
or that it is likely under present political and economic 
policies to carry us to the desired objective. A glance at 
the accompanying chart of business activity will show 
clearly that over the past year we have apparently reached 
an impasse—a stalemate in which economic activity has 
merely fluctuated meaninglessly within a depression range 
It shows, in short, that in the production and distribution 
of goods and services an entire year has passed without 
convincing progress. 

It is fair to point out that the majority of the remedial 
efforts of government were in full force during this dis- 
appointing period. Since they have not yielded the desired 
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The President Reports to the Nation 


results, the only sensible 
course is to examine the 
reasons for their failure 
and thereafter modify 
them in the light of expe- 
rience and practical neces- 
sity. 

It is by no means coinci- 
dence that the President’s 
radio address to the nation 
on September 30 centered 
chiefly on the recovery 
aspects of the New Deal’s 
triple program of recov- 
ery, reform and _ relief. 
Recovery is inevitably the 
heart of this program, 
though the Administra- 
tion has seemed at times 
not sufficiently aware of 
that reality. It will be- 
yond doubt become in- 
creasingly alive to it from 
this point onward, for 
regardless of the vote in November the ultimate fate of 
the New Deal will be determined by its success or failure 
in restoring a satisfactory level of economic activity. 

On the whole, the President’s recent address strikes a 
reassuring tone in reiterating the Administration’s reliance 
on the driving force of private initiative, in acknowledging 
the fallacious policies of N R A and promising correction 
of them, and in sanely calling for a specific period of truce 
between capital and labor. To a realist it must seem that 
he goes about as far as is practicable for him to go at this 
time of approaching elections in the effort to relieve the 
grave uncertainties of business and capital. 

Nevertheless, it leaves much to be said and much to be 
done before the existing economic deadlock is broken; and 
delay in the solution of it will become increasingly painful 
in terms of both human and economic costs. 

Accordingly, let us attempt herein to examine—as objec- 
tively as is humanly possible—the causes which have 
brought us to this impasse and explore the avenues ot 
escape that appear open to us. 

It will not be broken by a continued exchange of verbal 
brickbats between the New Dealers and business. It will 
not be broken by a stiffnecked insistence by either side 
that the other side surrender, confess itself wholly wrong 
and beg forgiveness. It will not be broken while business 
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expends more energy worrying about its burdens and 
obstacles than it does in adapting itself to the politico- 
economic evolution that is always setting up new condi- 
tions and relationships and always will. It will not be 
broken, on the other hand, if the New Deal continues 
to close its eyes to the practical problems which face the 
business man. 

In short, what we need above all is a meeting of minds 
between the New Deal and capital, with mutual under- 
standing of different points of view, between which, how- 
ever, there need be no essential conflict. 

Our fundamental problem is not prices, debt or wages; 
for these are but symptoms of economic illness. The fact 
that confronts us is that an economic mechanism of almost 
infinite capacities is at present unable to function with 
sufficient activity to produce a national living standard of 
even minimum decency. 

That we have the facilities and the technical knowledge 
for production of a living standard higher than ever before 
known and cannot find means to use them adequately is 
an indictment of human genius—and not of human greed, 
as various New Dealers have naively charged. It is not 
surprising that the down-and-outer gazes upon these vast 
facilities with wonder and puzzlement. Their continued 
idleness is the real source of popular discontent, reflected 
in the search for governmental nostrums and panaceas; and 
the real threat both to our capitalistic order and to our 
traditional form of government. 

Factories, machinery, labor, freight cars, mines, capital 
are idle or working part time. It is only the full function- 
ing of all that makes prosperity. What is missing in the 
team play today? The answer is obvious. Capital is not 
at work. Until it goes to work, upon terms satisfactory 
to itself, all other parts of our economic system are halted 
or crippled. It will not work on the terms now offered. 

And it is right here 
that the New Deal 


Administration stubbornly holds to economic theories 
demonstrably unsound: the theory that we suffer from 
over-production of goods and of capacity to produce; that 
we must curtail production in order to sell less for more, 
although no industrial system is worth keeping unless it 


can continuously sell more for less. The theory that a 
prime need is the return to the economic yesterday of a 
particular price level that once existed. The theory that 
purchasing power could be expanded by the arbitrary rais- 
ing of wages and shortening of hours, whereas the truth 
is that purchasing power can only be created out of the 
active production and distribution of goods and services. 

To date the Administration has proceeded on the belief 
that its economic policies would within a reasonable time 
restore the economic mechanism to normal activity; and 
that, therefore, Federal pump-priming and the major part 
of the relief bill would be temporary. It is upon this 
premise that the whole fiscal program is predicated. 

Well, then, since we have thus far gotten from the 
governmentally-primed pump only the energy that the 
Government itself has poured into it and the machine is 
unable to run on its own power, it would seem that the 
time has come to alter or modify policies that have not 
worked. 

One can hope that the President’s most recent address 
is the first chapter of a revised and more practical edition 
of the New Deal. But plainly the theme needs to be 
pursued further, more frankly, more specifically—if the 
confidence and initiative of capital is to be restored. 

What should the Administration do? Obviously, this 
is a difficult question to answer specifically. But it is a 
fair question when criticism is voiced. We shall herewith 
try, therefore, to explore briefly some avenues of possible 
compromise and understanding. 

To begin with, it seems to us that the New Deal has 
unnecessarily and ex- 
cessively provoked the 





has made its most 
serious error in fail- 


distrust and _ hostility 
of capital and indus- 
try, even allowing for 
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of capital. If it con- | 
templated a funda- 
mental change in our 
economic system, that 
would be another 
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Roosevelt says it does, 
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terms it is willing to 
accept. It has seemed 





THE BUSINESS STALEMATE 


WRUSINESS ACTIVITY 





the rules of the poli- 
tical game. It has per- 
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ing is more timid than 
a million dollars. 

In this situation, bearing in mind the reality that the 
Administration can not ignore political opinion—whether 
that opinion be sane or irrational—the only solution would 
seem to be a compromise between idealism and practicability. 

We will get nowhere if capital refuses to play ball unless 
granted such impossibilities as an instant return to the gold 
standard at a fixed and final dollar parity; an instantly 
balanced budget; a withdrawal of governmental interven- 
tion in all forms. 

On the other hand, we will also get nowhere if the 
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amazing achievements 
of this country in the 
generations before the New Deal was born. 

This is an absurdly distorted view that will not stand 
factual analysis. Accompanying this article is a chart of 
real wages which goes back over more than 100 years of 
American history. It shows beyond possibility of dispute 
that America of the “Old Order” was busily producing 
“the more abundant life” for the average man throughout 
most of its history, including that much berated period of 
the 20’s when our living standard reached an all-time high, 
nearly 50 per cent above the pre-war standard; and more 
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than quadruple the living standard of Civil War days. 

Again, let us briefly examine the much discussed matter 
of corporate profits under the “Old Order.” Were they 
excessive, the fruits of greed and exploitation? The fig- 
ures are from the United States Treasury. They show 
that the net profit, in percentage of sales or gross income, 
of all manufacturing companies between 1919 and 1932 
averaged 3.76 per cent and that the highest yearly average 
—that of 1919—was 6.68 per cent. Such was the per- 
centage retained, out of all values produced by manufac- 
turers, for profit, for surplus, for expansion. 

It is this narrow and uncertain margin that the New 
Deal is talking about when it sneers at the greed and ex- 
ploitation of the “Old Order.” Quite naturally, the aver- 
age is made up of large profits in some instances—and 
equally large losses. The two are inseparably bound in 
our economic systems, for it is the possibility of large profit 
—and not “reasonable” profit—that feeds capitalistic ini- 
tiative and induces it to risk losses against which there is 
no guarantee. 

If we must seek a goat upon which to blame the depres- 
sion, why overlook the obvious one? Namely, the World 
War. The real history of the past twenty years, with its 
inflation and deflation, is infallibly written in the gigantic 
distortions and dislocations of trade, industry and finance 
that inevitably result when the whole world goes insanely 
to war. 

Well, then, why not let us be honest about the matter? 
Instead of lambasting a mythical “Old Order’ and dashing 
off after a politically-manufactured Utopia, suppose the 
New Dealers would come to and act upon a conclusion 
something like this: 

“We and the rest of the world have made some tragic 
mistakes and got ourselves in an awful mess. If there is 
blame, it obviously attaches to us all, and not to any one 
group or class. We are confronted with new conditions 
and exceedingly grave economic problems. Above all, we 
must find ways of utilizing fully and equitably the vast 
expansion of productive capacities left us by the war. This 
will require the highest wisdom and co-operation between 
government, industry and finance.” 

Would such a realistic attitude change the picture? 
Certainly it would create greatly toward mutual under- 
standing. 


Monetary Uncertainty 


Next, let us see if anything can be done to relieve that 
hobgoblin of capital familiar to us all as “monetary uncer- 
tainty.” We went off the gold standard and capital does 
not feel we are any too securely tied to it now—but we 
eat and sleep 








money, as well as wide risks in contractural obligations. 
Nor does it make sense to argue that at any time and 
under all conditions the individual is entitled to convert 
his wealth into gold and hold it as a personal property 
when its primary function is to serve as the national mea- 
suring rod of value and when its supply is a tiny fraction 
of the wealth convertible into money. 

Nevertheless, any arbitrary change in a measure of value 
to which capital has become accustomed is an unsettling 
thing; and the possibility of successive changes is even more 
disturbing. It is our belief that to intelligent capital, at 
least, the most alarming thing was not so much our de- 
parture from gold and the revaluation of the dollar, as it 
was the frankly experimental attitude taken toward the 
monetary system by the Administration. It is one thing 
to abandon gold and say that we will not go back on until 
national and international economic conditions are such 
as to make it reasonably certain that we can determine the 
proper gold parity and maintain it indefinitely. It is quite 
another thing to experiment with “commodity dollar” 
theories, and with silver; and to rely indefinitely on the 
device of monetary manipulation as a primary economic 
lever. 


Frank Talking Is Needed 


There is evidence that the Administration has backed 
away from some of its earlier conceptions regarding the 
monetary system. But this is a matter of vital concern to 
everyone. Is there any reason why Mr. Roosevelt should 
not discuss this whole subject much more fully and frankly 
than he has yet done? Does he believe that our difficulty 
is still essentially a monetary maladjustment? Or is he 
sceptical of the possible benefits of further monetary mani- 
pulation? If so, surely he can find words which will end 
at least some of the uncertainty which now surrounds the 
dollar, even if he is unable to forecast when we shall go 
back to a gold standard, precisely the form of that stand- 
ard and exactly the dollar parity. It is the ultimate basic 
integrity of the dollar that capital doubts. The President 
should indicate his firm purpose to defend that integrity 
to the limit of his power. 

Related to the monetary problem is the matter of the 
unbalanced budget. The growth of the Federal debt is 
less than devastating thus far, in relation to the national 
wealth and to the deflation of private credit which it in 
part replaces. But it is the present prospect of indefinite 
continued expansion that is frightening. Moreover, capital 
has a justified impression that government is notoriously 
a profligate and wasteful spender. This has not been 
lessened by broad hints by more than one political candidate 

of his ability to 
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The World’s Largest Creditor 


A Graphic Presentation of the Investment Position of the United States 


By WarrEN BEECHER 


While the recent report on international credits which was recently submitted to the Presi- 
dent by George N. Peek does not offer any startlingly new information, the period of 37 years 
covered serves to emphasize the great changes which this country has experienced with respect 
to its relations to the rest of the world. The chart immediately below shows how the increases 
in our foreign lendings have grown. Even apart from the war debts, they have been large 
enough to change us from a debtor nation to the world’s largest creditor. 
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Our investments in other countries and foreigners’ investments in the U. S. are made up as follows: 
(Proportions based on gross loans and investments as of December 31, 1933). 
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Significant Foreign Events 


By Georce BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


England—Franc Wise or Pound 
Foolish? 


Several factors working in conjunc- 
tion have contributed to the continued 
fall of the pound’s value in internation- 
al exchange. 

To be sure the present economic situ- 
ation in England is not perhaps as 
strong as it seems and the aggravation 
of the adverse trade balance, fosters 
misgivings as to the real worth of her 
currency. However other factors hav- 
ing a more pertinent bearing on current 
developments must not be ignored. 

First: the two and one-half per cent 
rate of interest on French Treasury ; 
Bills as compared to three-quarters of one per cent in 
England has expatriated funds on the supposition that, for 
the near term, franc stability is assured. The dogged 
resistance of the gold bloc countries against outside pres- 
sure revived confidence in official declarations even in the 
face of Belgian difficulties—at least until the Saar plebis- 
cite is ultimately decided in February. 

Second: British investment trusts and individuals seek- 
ing more attractive yields than obtainable in England 
are gradually accumulating American utilities and indus- 
trials. 

Third: The appreciable purchases of dollars during the 
past month reflect English payments on seasonal commer- 
cial obligations. 

It is most unlikely, even in view of these factors that 
the pound sterling will fall below the rock bottom of 72.50 
francs, now pivoting :round 74.50 francs. If this con- 
tingency did materialize, we should be living in a new 
financial world—with greatly increased pressure on the 
franc. 


ok * k 
France—Democracy on Trial 


The prolonged period of political disunion was broken 
this month by the audacious radio address of the French 
Premier. Doumergue, with simple and succinct state- 
ments, presented the current political problem to the nation. 
Conservative France, following precedents established by 
Hitler, Mussolini and Roosevelt, has at last recognized the 
power of the radio as a means of moulding public opinion. 
With straightforward honesty, the venerable statesman 
challenged proponents of inflation; vigorously denounced 
socialists and communist factions; proposed subtle changes 
in the Constitution. 

The subtle changes include primarily, the withdrawal 
of the power to propose budgetary expenditures from Par- 
liament making this power the sole prerogative of the gov- 
ernment; to facilitate the dissolution of the Chamber in 
case of emergency; to centralize administrative power in an 
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executive known as “Prime Minister”. 

At the same time, individual and 
economic freedom must be preserved; 
the heritage of liberties so dearly won 
by the Revolution maintained. Since 
Pere Gaston has no axe to grind, 
Frenchmen turned their dials from 
tangos, tuned in for once on a poli- 
tical speech and were impressed. The 
hope is expresed that the critical dis- 
cord in Parliament can be averted; that 
by direct appeal, national common sense 
will repudiate the claims of the com- 
munists and the blandishments of Com- 
mon Front supporters. Many listen- 
ers, on second thought, were struck by 
the complete omission of any reference 
to the financial dilemma. No practical solution to arrest 
the declining purchasing power of the masses has been 
brought forward. To be sure, committees under Tardieu 
and Herriot compile tedious reports on theoretic methods of 
reducing the standard of living. The Ministry of Finance 
proposes the continuance of fiscal reform measures; no new 
taxes, no cut in civil employees’ salaries. In fact, the 1935 
budget shows a paper excess of receipts over expenditures 
of 38 million francs. Ignored are the following facts: a 
continued decline in the pound sterling widens the gap 
between French export prices and world prices; flagging 
business activity precludes the possibility that total tax 
receipts will attain budgetary figures; the proposed re- 
duction of over 1 billion francs in military appropriations 
is rendered difficult when further mechanizations of the 
army will undoubtedly be required to offset a decline in 
eligibles for military service; finally the sinking fund office 
still provides funds for loan services customarily covered by 
tax receipts. In addition, unpaid credits in Holland (500,- 
000,000 francs) must be liquidated; the three Cities Loan 
of 1,500,000,000 francs retired in October; outstanding 
Treasury bonds, which exceeded the 10-billion limit by 
2,000,000 francs must be restored by October 1. The por- 
tion of the so-called Clementel bonds, which remains uncon- 
verted into the new 442% unlimited government issue, 
must be met also by October. Cash receipts in excess of 
these services are vaguely estimated to be between 500,- 
000,000 and 2,000,000,000 francs. The new loan is being 
quietly absorbed without startling repercussions, or great 
difficulty, but it seems likely that the government will re- 
quire additional financing to meet other obligations which 
will mature later on. 

Meanwhile, industry is burdened by excessive interest 
rates, the export and hotel business are stagnant, the farmer 
protests against the unremunerative yields of agricultural 
production. Unless the present economic policy can be 
more uniformly and constructively administered, inflation 
or devaluation of the franc, which may be accomplished 
without actual defection from the gold standard, will be 
inevitable through the force of circumstances. 
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Sweden—A Plethora of Capital 


Financial circles forecast a new reduction in the Swedish 
discount rates, which since the first of December has re- 
mained at the record low level of 2/2 per cent. The pros- 
pective rate of 2 per cent reflects a plethora of idle capital 
in the banks. According to reliable reports, private finan- 
cial institutions have on deposit 350,000,000 kronen with- 
out interest at the Bank of Sweden. Meanwhile, the recent 
State Loan of 70 million 3 per cent bonds was over sub- 
scribed five times. 

Apparently, the Swedish tendency for alcoholic consump- 
tion (dating from the liquor monopoly of 1775), is in 
inverse ratio to Swedish investment conservatism. Appar- 
ently also, capitalists in that country are still cowed by the 
matchless dupery of the Kruger experiment. 


* * * 


Spain—C ommunism, the Fly in the Spanish 
Ointment 


Spain, the third largest country of Europe with a terri- 
tory nearly equal to that of France, contains a population 
of only 24,000,000 inhabitants and is notably behind other 
nations. The lack of development is attributed to two 
factors, first, the overweening power of the Church which 
has retarded the cultural advancement; second, the un- 
scrupulous exploitation of the peasants by the Spanish 
grandees. Since the glorious 
days of conquest and the easily 
gained riches of the Spanish 
Main, the peninsular nation 
has declined under the com- 
bined rule of kings and clergy 
to the rank of a third class 
power. 

With the bloodless revolu- 
tion of 1931, social and eco- 
nomic reforms have been at- 
tempted. The republic is 
faced with the monumental 
task, first of improving meth- 
ods of agricultural production 
in the fertile areas which had 
been left undeveloped by the 
great aristocratic land owners. 
In the less fertile areas, the 
use of chemical fertilizers 
could greatly increase the yield 
of wheat, barley and corn. 
The second problem of the 
new government, before indus- 
trial development can _ be 
achieved, is the systematic edu- 
cation of the population. Five 
years ago, 60 per cent of the 
population were estimated 
illiterate. 

A certain advance in this 
field has already been achieved 
which, according to one of the 
attaches of the Spanish Em- 
bassy in Paris, accounts for the immature political move- 
ments of today. Spain is now suffering from growing pains, 
and modernistic political influences. This is apparent in the 
recent communistic uprising which to say the least is 
severely trying the strength of the present republican re- 
gime and might bring on its downfall if the highly in- 
dividualistic character of the people is submerged. 

According to official indications, in spite of the instabil- 
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Sketch by Jauzan, from Wide World. 


President Doumergue Broadcasts a Speech 


ity of the peseta and the co-existence of the world crisis, 
the currency is supported by a reserve of between 50 and 
55 per cent in gold or gold exchange. The deficit in the 
commercial balance is not alarming, although the country, 
relying mainly on agricultural products, has been severely 
hit by the general decline in commodity prices. 

Imports from the United States for the last year for 
which official statistics are available, amounted to 137,371,- 
000 pesetas, while 53,793,000 pesetas represented exports 
to the United States. The chief items in our foreign trade 
with Spain include: cotton, oil, wood, automobiles, chemi- 
cals and mechanical equipment, which are exchanged for 
wine, olives and olive oil, specialty food products and fruit. 

Under the new régime, with the need of agricultural 
equipment and industrial machinery, trade with the United 
States can be expected to expand. Preliminary negotiations 
for a commercial accord granting reciprocal commercial con- 
cessions, have been temporarily postponed pending the con- 
clusion of the approaching elections in the United States. 


* * 


Australia—V otes for Sound Finance 


The Federal elections in Australia this month witnessed 

a decisive labor defeat. The tide is turning and the House 
is represented by a decidedly anti-socialist majority. 

The Commonwealth, after suffering severely the pains of 

depression, staged a valiant comeback during the past three 

years. Electors, encouraged, 

voted for sound finance. Full 

credit is due Prime Minister 

3 : Lyons for rehabilitating fed- 


tain deficits must still be wiped 
out, the rise in the price of 
wool, and subsequently the 
price of wheat, augurs well for 


omy. 


South A merica—Financial 
Markets Stronger 


tions, at least economic if not 
political, South American com 
mercial and financial markets 
are looking up. The strength 
of Brazilian bonds and Argen- 
tine securities reflects in part: 
the upward price trend of 
these countries’ exports, and 
in part the scarcity of reason- 
ably secure foreign invest- 
ments at attractive yields. 

Their strength is also per- 
haps a reflection of the possi- 
bility that reciprocal trade 
agreements will be negotiated, 
as was the case with Cuba. 
If some such agreements could be arranged, it undoubtedly 
would react to the benefit of the holders of South American 
bonds in this country even though no specific arrangement 
was made for payment on debt service. There is, of course, 
the possibility that the nominal interest rate on certain for- 
eign loans will have to be scaled down, but if the bond- 
holder can only be certain of receiving his money under 
the new scale, he probably will be well satisfied. 
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Effective Americanism 


Protection of Constitutional Rights of Labor, 
Farmers, Homeowners, Life Insurance Policy 
Holders, Savings Depositors, Stock and Bondholders, 
Business Men, the Aim of Growing Organization 


By Jovetr SHousE 


President, American Liberty League 


HE American Liberty League 1s 

destined, I believe, to be the 

voice of the American people 
demanding observance of the Constitu- 
tion of the United States. That de- 
mand will be made by methods to be 
selected to meet the various situations 
which may arise. 

The personnel of the League's Execu- 
tive Committee, as originally an- 
nounced, is evidence of the cheracter 
and the importance of the movement. 
John W. Davis, Alfred E. Smith, Na- 
than L. Miller, James W. Wadsworth 
and Irenee du Pont are the original 
members, but within a short time the 
Committee will be expanded to include 
twenty prominent men and women 
from all parts of the United States. 
Probably before this appears in print 
at least three or four new members 
will be announced. The non-partisan 
character of the League is, of course, 
thoroughly demonstrated by the per- 
sonnel of the Executive Committee. 

A belief that the American people 
kave not lost their respect for the in- 
stitutions under which the nation has 
grown and prospered for more than one hundred and fifty 
years is one of the principal reasons for the League’s estab- 
lishment. It is believed that this organization can serve 
as a rallying point to make this traditional Americanism 
effective. 


Wide World Photo 
Jouett Shouse 


Growing Interest Manifest 


The responses to the announcement of the League’s 
formation have been encouraging beyond expectations. 
Those who have written in to express their willingness to 
join the League—both as regular and contributing mem- 
bers—represent practically every element in the population. 
The letters, and the contributions, come from artisans, 
laborers, the so-called white collar class, farmers, business 
men, both big and little, professional men, and from women 
in all walks of life. One of the most significant features 
of this avalanche of mail is the large number of members 
who have contributed one dollar each. There have been 
many larger contributions to be sure, but the one dollar 
contributions indicate a wide-spread public sentiment for 
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the League’s objectives which cannot 
be disregarded. They come from hard 
working, saving, thoughtful people 
who are not disposed to turn this 
nation over to the whims of a bureau- 
cracy to be administered in the inter- 
ests of particular classes, some deserv- 
ing and some not. They indicate that 
those of the population who have 
been able to weather the depres- 
sion and have at least something left— 
enough to permit them to make a dol- 
lar contribution—are not yet willing 
to surrender their economic interest 
and their social welfare to elements 
which either with or without reason 
are embittered and discontented. 

The fact that the League stands for 
strict observance of the Constitution, 
is not to be interpreted as meaning that 
it is opposed to all suggested changes. 
We could not accept the Constitution 
as a whole without assenting to those 
provisions which make it possible to 
change the fundamentals of our poli- 
tical and economic structure through 
orderly methods. When and if pro- 
posals are made for such changes the 
League will express its attitude toward them without 
hesitation. 

However, changing the Constitution through the time- 
honored and orderly process of amendment is one thing; 
changing it by evasion, by legislation so drawn that it is 
dificult, if not impossible, to obtain a clear-cut judicial 
decision as to the law’s validity, by delegating extra-Con- 
stitutional powers to a horde of new bureaus, some of which 
are exercising functions belonging to other branches of the 
Government, is quite another matter. 


Dictatorial Power Must End 


Events of recent months have indicated that when faced 
with an emergency Congress is all too likely to evade some 
of its own responsibilities by handing over some of its 
powers to Executive agencies. That is a tendency which is 
accentuated by repetition. It is also a tendency which is 
basically opposed to the Constitutional conception of the 
division of the powers of the Government into the Legisla- 
tive, Executive and Judicial. 
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Probably the tendency of human nature which impels 
many public men to seek the easiest way out of difficulties 
is responsible for this situation. That is a more plausible 
theory than the idea that anywhere in our government at 
present—at least any responsible quarter—is there a desire 
to see the Executive vested permanently with dicta- 
torial powers. But regardless of how this situation devel- 
oped, it must be ended. 


Dangerous Methods 


We want to see Congress resume its proper role as ihe 
national legislature; to take up again its constitutional 
authority. We want to see Congress, composed of free 
representatives of a free people, determine the policies of 
this nation without regard for factional interests or the 
political and economic fads which have arisen from the 
stress of the times. This objective goes far beyond the 
question of the intrinsic merits of individual laws, whether 
emergency or otherwise. There is a principle at stake which 
involves the entire structure of government as we have 
known it in the United States. For the sake of argument 
at least it might be admitted that every delegation of power 
within recent years, that every emergency measure taken, 
has been justified by results, and yet the principle would 
remain that some of the methods utilized are extremely 
dangerous. 

In some quarters there is a tendency to try to differen- 
tiate among the various kinds of rights enjoyed by men. 
There is talk of property rights and human rights and the 
thought is frequently advanced that the two classes are sepa- 
rate and mutually exclusive. That classification is sheer 
nonsense. Property rights are human rights. Without 
assurances that his government will protect him in the 
possession and use of his property lawfully acquired, the 
average man has no guarantee of other rights. Property 
and the lawful use thereof—including salaries as well as 
income from other sources—constitutes the machinery 
through which a man is able to live freely within the law. 

The League in its statement of principles makes this 
declaration: 

“Take away a man’s home or business and you have 
robbed him of his opportunity. 


presented from time to time to Congress and to other ofh- 
cers of government. This, it is hoped, will serve a dual 
purpose. In the first place, it will put officials on notice 
when proposals are advanced which are opposed to tradi- 
tional American Constitutional principles. Secondly, it 
will give assurance of support to those officials who wish 
to maintain the nation’s best traditions and are frequently 
subjected to strong pressure to do otherwise. 

It is hoped that in this manner the nation will be saved 
from dangerous experiments in the fields of economics and 
government—experiments based more on pure academic 
theories than upon the substantial realities of sound eco- 
nomics and political science. 

During the next few years, perhaps during the next few 
months, the American people will be faced with the neces- 
sity of making a decision comparable to that which was 
made when the Declaration of Independence was signed. 
It will be a decision embodying many elements and the net 
result will determine whether or not the political and the 
economic structure of the United States is to be continued 
along the lines which have prevailed in the past. In the 
making of that decision the American Liberty League 
expects to have an influential voice. It will have such a 
voice because its objectives are such as commend themselves 
te a substantial majority of American citizens. 


Constitutional Rights Inviolate 


It is not the intent of the League nor is it incumbent 
upon the League to write a new Bill of Rights or to 
rewrite the Constitution. It happens to be the sworn 
duty of public officials to protect the Constitution—includ- 
ing the Bill of Rights. There are, of course, honest differ- 
ences of opinion as to the proper interpretation of various 
parts of the Constitution. Those who wrote the Consti- 
tution were wise enough to foresee that difficulty. Hence 
they provided for the Supreme Court of the United States. 
It is the belief of the League, and that belief wili 
be advocated vigorously, that the Federal Judiciary is 
the only tribunal competent to exercise this interpreta- 
tive power. 

Those who founded the American Liberty League and the 
many thousands who have al- 
ready flocked to its support are 





Take away by the caprice of 
bureaucracy or the tyranny of 
autocratic power the savings 
of men, women and children 
throughout the land and you 
have not merely taken their 
property away, but you have 
forced them into the bread- 
lines of our tragic discontent.” 

Against the various agencies 
which press upon Congress 
and the Executive the selfish 
interests of groups and the 
fallacious doctrines of over- 
specialized specialists and alien 
philosophies, we shall speak 
for the democratic economic 





This publication has long favored a move- 
ment whereby investors might organize for the 
protection of their rights. It appears that the 
stockholders’ and bondholders’ division of the 
American Liberty League offers an opportu- 
nity to join with others in securing proper 
recognition and protection. We are therefore 
glad to open our pages to Mr. Shouse for a The Constitution of the 
reiteration of what the League stands for and 
for a report on the progress of its development. 


convinced that fundamental 
laws of economics and the 
basic attributes of human na- 
ture cannot be changed by the 
enactment of a statute nor by 
the fiat of a government or a 
governmental bureau. The 
United States has had some re- 
cent experiences which seem to 
indicate a substantial founda- 
tion for that belief. 


United States is the edict of 
the American People. The 
people have the right and they 
have the power to change the 








and political rights of our 
people. But we shall not be- 
come so diffuse that we shall be without effective strength. 
We intend to speak for common interests, but they will be 
expressed by and through particular groups. Among the 
organized divisions of the League will be those of labor, 
farmers, homeowners, life insurance policy holders, savings 
depositors, stockholders, bondholders, merchants, and others. 

The views of millions of citizens mobilized and co-ordi- 
nated through the various divisions of the League will be 
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ee terms of that edict, but their 


servants in public office have 
no such right nor power. As the educational program of 
the American Liberty League is unfolded, the people will 
be given an opportunity to become informed as to 
the specific instances in which the terms of this popular 
edict have been disregarded. That may be unpleasant 
from the standpoint of some public servants, but it is 
highly essential that it be done. Furthermore, it will 
be done. 
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Some Industries Are Making Headway Against the Trend— 
Others Are Only Holding Their Ground—A Few Are Slip- 


ping Back 


Where Does Industry Stand? 


Comparison and Outlook for Leading 


Lines and Important Companies 


By Srantey Devin 





EPTEMBER 2ist, officially marked STEEL 


the end of the summer and the be- 

ginning of autumn. After the 
languors of summer, business normally 
heralds the advent of fall by a healthy 
and vigorous warming-up. This year, 
however, business with an almost flagrant 
disregard of the calendar, has but barely 
responded to the change of seasons. 

This is not the first occasion that busi- 
ness has acted contrarily to seasonal pre- 
cedent. In April and November, 1933, 
and again in April, this year, activity 
turned upward against the normal trend 
in those months. There is, however, no 1933 
logical basis for concluding that the nor- 


INGOT PRODUCTION IN HUNDRED THOUSAND TONS 








herent factors noteworthy because of their 
important bearing upon current prospects. 
Because of the more or less permanent 
nature of the products of those industries 
comprising the first group, it is possible 
to extend their useful life almost indefi- 
nitely and during periods of depression 
replacement demand dwindles to a frac- 
tional part of normal. Consumption 
goods, on the other hand, are used up 
rapidly and replacements, even during 
periods of depression, assure a sustained 
demand. While reduced purchasing 
power and unemployment has naturally 

i934 had a restricting effect upon the industries 
comprising this group it has been slight 








mal pattern of business activity is being 

permanently altered. It is rather that business since the 
bank holiday of 1933 has been subjected to unusual con- 
ditions. The principal impulses affecting trade and com- 
mercial activity have originated in Washington and sea- 
sonal influences have been of secondary importance. 

The importance of sentiment in the present situation 
cannot be denied. For that reason it is possible that the 
vigor of renewed activity might easily materialize with the 
dispelling of current uncertainty. Right now it would 
seem that much of business sentiment is resigned to the 
worst—and it is rarely that the worst happens. For that 
matter the best is likewise rarely achieved but in either 
event it is the practicalities which finally prevail. What 
then are the practical aspects of the business situation to- 
day? This can best be determined by an examination of 
the status of a number of the important and basic indus- 
tries. 


Two Grand Divisions 


Discussion of the subject is facilitated by the division of 
major industries into two groups: those engaged in the 
production of durable goods and those producing consump- 
tion goods. Durable goods are made from lasting mate- 
rials and include steel, metals, machinery, buildings, rail- 
road and agricultural equipment, automobiles and trucks, 
locomotives, etc. Consumption goods, on the other hand, 
are those which are used up rapidly in the course of our 
daily existence and include, food, clothing, tobacco, tex- 
tiles, petroleum and the like. Each of the industries com- 
prising both classifications, of course, subject to varied 
conditions but grouped as they are, there are certain in- 
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in comparison with the drastic decline in 
the output and profits of the durable goods industries. Over 
a period of nearly thirty-five years the variations in the 
output of durable goods has been nearly three times as 
great that of consumption goods. While there has been a 
marked improvement in the production of both consumption 
and durable goods since the low point of 1932, the relation 
of production to normal in both groups is still about equal 
to the low point reached in the severe depression of 1921. 
While no one can say with certainty that removal of 
the fears now inhibiting capital would produce a prolonged 
and widespread revival of the capital goods industries, the 
fact remains that government spending has fallen far short 
of its mark and to subscribe confidently to the belief that 
it must sooner or later become effective is merely whistling 
in the dark. Even should the shackles be stricken from 
private initiative, the revival of the heavy industries is 
more than likely to be gradual. 


Steel 


Because of the basic position held by the steel industry, 
it has suffered severely from the restricted demand for 
capital goods. Normal activity in the steel industry always 
in the past depended upon railroads construction, pipe 
lines, machinery, especially heavy machinery, automobiles 
and tinplate. This year, however automobiles and tinplate 
have been the mainstays. In perhaps no other industry is 
the restoration of the normal flow of funds into long-term 
investment a more vital factor than the steel industry. 

That revival of capital goods buying would not neces- 
sarily have to be on a large scale is indicated by the results 
in the second quarter of this year. For that period thirteen 
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of the leading steel pro- 

COAL ducers showed a _ net 
32 profit of more than 
$20,000,000 on opera- 
— tions which averaged 
ao less than 54 per cent of 
capacity. In the first 
— quarter, with operations 
7 at about 40 per cent, 
an the same companies re- 
ported an aggregate loss 
of $7,293,000. The in- 
dustry, in the second 
quarter was favored by 
fortuituous circumstances 
but that does not alter 
the fact that good profits 
could be shown with operations utilizing only about half 
of the rated capacity of the industry. 

The relatively high level of activity which characterized 
the industry in the second quarter was the result of a con- 
siderable volume of forward buying which occurred earlier 
in the year in anticipation of higher prices. With July, 
however, began a precipitous decline in operations to a 
low point equal to about 18 per cent of capacity. The 
average for the quarter was less than 25 
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earlier and in the first eight months of this year it was 50 
per cent higher than in 1933 and more than twice as large 
as two years ago. In that period the industry produced 
2,215,724 passenger cars, trucks and taxicabs and produc- 
tion for the full year should reach 2,500,000 units, at least. 
This would be within 500,000 of the estimated normal re- 
placement demand, and would compare with total output 
of 1,920,057 in 1933. 

According to registration figures the decline in the 
number of motor vehicles in operation from the peak levels 
of 1929 has been relatively small. From this it may be 
reasoned that while current production is not far short of 
normal replacement demand, there is still a large deferred 
demand which would doubtless make itself felt with a 
further restoration of public confidence and purchasing 
power. Although retail sales have shown a decline during 
the past two months, the drop has been no greater than ordi- 
narily occurs at this season of the year and with the indus- 
try constantly striving to improve its products, keeping 
prices within reasonable limits, the prospects would seem 
to favor some further upturn in production and sales 
in 1935. 

Although the automobile industry as such has demon- 
strated its vitality, profits have been highly concentrated 
with the three leading companies—Ford, General Motors 

and Chrysler. In the first six months of this 





per cent. Since Labor Day, there has 
been a creeping advance in operations 
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year, ten automobile companies, exclusive 
of General Motors and Ford, reported a 





and in the final week of September were 


deficit of $6,187,000 as against a deficit 





of $5,342,000 in the same period of 1933. 





estimated at 23.2 per cent of capacity 
as contrasted with 37 a year ago. In 
the final quarter the industry should have 
the benefit of enlarged orders from the 
automobile industry in preparation of 
new models and there should be some 
business from consumers who allowed in- 
ventories to decline through the third 
quarter. No important demand from rail- 
roads is looked for during the next few 
months and while several important gov- 
ernment projects may materialize, in the 
aggregate steel operations for the final 
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General Motors, on the other hand re- 
ported a gain of nearly 45 per cent in 
profits. Rising costs and increasing com- 
petition are cutting into profit margins 
and the smaller companies are unable to 
offset these restrictions by large volume. 
Numerous independents are investigating 
the advantages of consolidation and from 
present indications there are likely to be a 
number of mergers in the industry, shortly. 
As a consequence competition is likely to 
become more severe—if such a thing is 














quarter may not better appreciably the re- 
sults in the initial three months of the year. 

Taking the experience of a medium-sized steel com- 
pany, it is found that currently wage rates are 15 per 
cent higher than in 1929, while the company actually re- 
ceived more than 30 per cent less for its products. Assum- 
ing that this is fairly typical of the industry as a whole, 
it is rather apparent that increased efficiency and im- 
portant economies have been of salutary importance in 
enabling companies to show a profit at partial capacity. 
Financially, it would appear that the industry had weath- 
ered one of the most serious depressions in a creditable 
fashion, aside from the rather heavy dividend casualties. 
Some progress is being made in liquidating arrears on pre- 
ferred shares but there is nothing in the present earnings 
prospect likely to produce common dividends for some little 
time yet. In the meanwhile, producers of lighter forms of 
steel have an advantage over the large companies with a 
diversified output, National Steel common stock is the only 
investment condidate, while the shares of U. S. Steel, Beth- 
lehem, American Rolling Mills and Youngstown Sheet & 
Tube have speculative merit. 

The automobile industry has been making a determined 
effort to achieve the distinction of leading the country out 
of the depression. Not only has the industry staged a 
remarkable comeback but it has held its gains in a con- 
vincing manner. Automobile output in the first eight 
months of 1933 was about 40 per cent larger than a year 
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possible. The potentialities in the situa- 
tion are too uncertain and for this rea- 
son automobile equities as a group must be rated as spec- 
ulative. By virtue of their leadership, General Motors and 
Chrysler are best equipped to at least hold their own but 
in the meantime Ford, no longer a “dark horse” will con- 
tinue a formidable contender in the low-priced field—which 
has become the industry’s bread and butter. 

The building industry has been harder hit by the de- 
pression than almost any other and unemployment among 
workers normally engaging in construction activities 
is still greater than 
in any of the major 
groups. Moreover, this 
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in a virtual host of other enghe 
fields either directly or 
indirectly related to the 
building industry. There 
is no gainsaying the im- 
portant stature of the 
industry and for this 
reason the attempts of 
the Administration to 
promote revival would 
seem much more meri- 
torious than its efforts 
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in some other directions. 


TEXTILES Notwithstanding the 














y efforts of the Govern- 
vt: ment through public 
a works projects and the 
ma National Housing Act, 


the building industry has 
shown a minimum of re- 
cuperation. For the first 
eight months of this 
year building contracts 
awarded in 37 eastern 
states, according to the 
F. W. Dodge Corp., 
totalled $1,093,962,800 
as compared with $620,- 
937,600 in the like 
period of 1933 and $929,836,500 in the similar period of 
1932. The increase this year, however, is almost wholly 
accounted for by non-residential building and public works, 
while residential building, on the other hand, registered 
declines for four consecutive months beginning last May. 
For the month of August, residential building was 15 per 
cent behind August, 1933, and for the full year this type 
of building is unlikely to exceed appreciably, and may 
even fall behind last year’s total. 

Two conclusions are to be drawn from 
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and the added wage and pension costs with which the 
roads have been saddled. As a consequence, and pending 
a reversal in the traffic trend, it is unlikely that new equip- 
ment and replacements will be purchased beyond minimum 
requirements. After an auspicious start, with sales and 
collections rising for five consecutive months, the drought 
intervened to restrict the recovery trend in evidence for 
manufacturers of farming machinery and equipment. While 
results as a whole will be better for the full year, profitable 
operations generally will not be shown. The advance in 
costs has been greater than the rise in prices. Government 
funds and higher prices will enlarge substantially agricul- 
tural purchasing power this year and to this extent equip- 
ment manufacturers are raising their hopes for 1935. Al- 
though subject to some decline in the final months orders 
booked by the leading manufacturers of electrical equip- 
ment will show a substantial gain for the year accompanied 
by improved financial results. Considering that the in- 
creased business is almost entirely accounted for by the 
lighter types of electrical appliances, motors, lamps, etc., 
the progress which the industry has made toward recovery 
has been quite surprising and leads to the conclusion that re- 
search and diversification tend to assure manufacturers a fair 
volume of business, until the potentialities of railroad, public 
utility and industrial purchases are nearer to realization. 

In the face of the business uncertain- 
ties which have arisen during the past 





these figures. First it is apparent that 


BUILDING 


several months, sales of office and business 





the government housing program is with- 





out appreciable effect—as yet, although its -_ 
potentialities are large. While moderniza- q 
‘tion loans total only $4,600,000, according 3 '°° 
to the latest report of the Housing Admin- 3 
istration, more and more banks are extend- .v) 
ing loans. In fact more credit is being z in 
offered than borrowers demand. If the : 
movement continues to gain headway ia 
various companies manufacturing build- 2 
ing supplies will benefit, but insofar as S ie 
the broker business aspects are concerned, 

it should be borne in mind that residential Oo 
construction, upon which the program is O33 








equipment have held up rather well. Such 
recession as has occurred has been about 
in line with the normal experience of the 
industry at this season of the year. From 
this point on sales will doubtless conform 
to the pattern of general business and 
while the important export outlets are 
not particularly promising at this time, it 
is a fair assumption that there will be no 
serious interruption in forward progress 
of representative manufacturers. Econo- 
mies in selling and administration costs 

have alleviated the effects of higher labor 
gaa costs and profit margins generally are 
satisfactory. The shares of International 











concentrated, normally accounts for only 
a small part of the new building in this 
country. Total building construction in 1925, at the height 
of the building boom, amounted to $13,000,000,000. Of this 
figure, however, one-family houses accounted for only $3,- 
500.000.0090. The depression carried construction figures 
down to about $1,000,000,000 last year, including private 
dwellings of about $250,000,000. 

Actually, the government housing program has done 
little to remove the obstacles in the path of building re- 
vival. Costs are still excessive, and this applies to labor as 
well as material. Many municipalities are suffering finan- 
cial straits and large corporations are unwilling to under- 
take any expansion so long as long term financing is diff- 
cult to arrange and the profit incentive remains obscure. 
The removal of these obstacles is essential to real recovery 
in the building industries and until they are, the results 
of the government program are unlikely to be consequen- 
tial. Obviously, the shares of companies identified with 
the building industry must be regarded with a longer term 
viewpoint. Diversity of output and replacement demand, 
however, currently favors such companies as Johns-Manville, 
American Radiator and U. S. Gypsum. 

The force of the same conditions which have stifled the 
building industry is being felt in varying degrees by the 
manufacturers of equipment and machinery. In the case 
of railway equipment they are intensified by the unfavor- 
able turn in railroad earnings during the past several months 
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Business Machines invite investment con- 
sideration while such issues as Underwood-Elliott-Fisher, 
Burroughs Adding Machine and Remington Rand are 
worthy candidates in a more speculative program. 

To retail trade goes the distinction of being the single 
important industry which has thus far fulfilled expectations 
of a fall business upturn—according to schedule. Not 
only is this important in so far as retail trade figures supply 
one of the brightest spots in the business picture at this 
time, but added significance attaches to the trend of retail 
trade for it is reflective 
of the trend in many of 
the industries which are 
properly classified in the 
consumption goods 
group. Improving retail 
sales must inevitably re- 
dound to the benefit of 
such industries as food, 
textile. clothing, shoe 
and tobacco. 

Beginning in the last 
half of August, sales of 
department stores and 
variety stores have 

(Please turn to AUG. AUG. 
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Outlook for Second Grade Bonds 


Higher Yields Than Elsewhere Prove Attrac- 
tive But Attendant Risks Must Be Recognized 


By J. S. Wittrams 





HE principal con- ——— “ eee earnings. Consequently, 
cern of the investor 1 | they have a tendency to 
today is the man- Representative Group | move pretty much in sym- 

ner by which he can best of Second Grade Bonds | pathy with stock market. 
safeguard his capital | Not subject, therefore, to 
against the unknown fac- Recent Current | the same influences which 
tors of tomorrow. Dur- PO ip a “—— a | govern the market for 
ing the past year, the in- Suiteiiediaiiiienh. it ae ae pe ae | nigh grade bonds, second 
vestor has been forced to Chins Os: Sa 08 EE a a pe - . | grade bonds must be se- 
alter considerably his | peemebiani thas a o pape lected by a somewhat dif- 
conceptions of sound in- | i |e ee | ferent technique of anal- 
vestment procedure and International Paper 5s ’47................. 68 7.4 | aan ‘ 

accept the fundamental McKesson & Robbins 64s, 60 yon o aa | The desire of any com- 
logic of changed condi- Phil, & Reading Coal & Iron im... am ‘ies | pany to pay its interest 
tions. On the one hand | Seiten tent OG, ..... gi al aie | can be taken for granted 
he is confronted with the [| yaiea Drug Ss, 88...............00..... po a | so long as it is able to ob- 
implied menace to high | Sey eee 84 6.0 | tain the funds to do so. 
grade bonds by the Gov- | The recent case of sev- 
ernment’s unorthodox ——— ——————————————— | eral railroads which took 











monetary policies. On 

the other hand, the ordinary risks in- 
herent to stocks must now include the 
threat of increased taxation and po- 
litical regulation. 

Under the circumstances, it is small 
wonder that investors are seeking des- 
perately for some means of assuring 
the security of their capital, to say 
nothing of investment income upon 
which they may be more or less de- 
pendent. It is important, therefore, 
that every advantage be taken of in- 
dividual securities incorporating fea- 
tures which may tend to offset the 
general disadvantages of their class. 
Let us in this connection consider the 
case for second grade bonds. 

In many respects, second grade 
bonds are very similar to preferred 
stocks. Having a fixed rate of return, 
the possibilities of price appreciation 
are necessarily limited, while the possi- 
bilities of loss may be fully as great 
as in a common stock. As a matter of 
fact, there are some common stocks 
which are distinctly superior to second 
grade bonds but taken by and large, 
holders of second bonds fared better 
throughout the depression than did the 
holders of the rank and file of common 
stocks. This also holds true of the past 
year. 

The chief appeal which second grade 
bonds offer cmanates from their more 
generous yield. This is an important 
point to be borne in mind for it is the 
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real basis of investment approach to 
second grade bonds—not with a view 
tc speculative profits or security, albeit 
second grade bonds offer both in some 
measure. This is not to say that the 
higher the yield, the more attractive 
the bond—quite the contrary—but 
rather that the investor should con- 
sider second grade issues primarily as 
a medium for obtaining a greater re- 
turn on his capital. 

For this the investor must be pre- 
pared to forego the greater security 
afforded by high grade bonds. 

Does the end justify the means? In 
other words does an increase from say 
$40 to $60 in the annual income on a 
$1,000 bond compensate for the sacri- 
fice of superior mortgage lien, for ex- 
ample, and perhaps the greater peace 
of mind induced by higher grade in- 
vestments? This must remain largely 
an academic question to be answered 
individually. There is, however, no 
gainsaying the fact that a definite ac- 
complishment results. The investor 
has protected his purchasing power 
against a rise in prices and an in- 
creased cost of living to the extent of 
the difference between $40 and $60. 

Second grade bonds obviously carry 
the association of some corporate or 
industrial weakness, retrogression or 
depression, and bonds of this caliber 
are influenced to a greater degree by 
the trend of business and corporate 


full advantage of the 
grace period exemplifies this point. De- 
fault of interest means that control 
of the property passes from the stock- 
holders to che bondholders. The fact 
that a particular bond has been re- 
duced to a lower investment status be- 
cause of a decline in earnings need 
not signify that the company’s outlook 
is hopeless and that there is nothing 
ahead but poorer results. Many com- 
panies, which have fared rather badly 
during the 1931-1933 period will re- 
gain a good part of their former earn- 
ing power with any return to normal 
business conditions. If such reasoning 
is applicable to common stocks, it like- 
wise applies to second grade bond is- 
sues. 

In the meantime, the bonds of those 
companies which are well fortified 
financially are obviously in little danger 
of default. Among those companies 
which have suffered substantial losses 
in earning power during the depres- 
sion, there are a surprisingly large 
number which have been able to hus- 
band their working capital and are ade- 
quately provided with liquid resources. 
This condition is of greater advantage 
to the bondholder than it is to the 
stockholder, at the present time at 
least. 

Consistent with the investor's de- 
sire to protect himself against a rise in 
prices, the choice of second grade 

(Please turn to page 678) 
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HE MacazINE OF WALL STREET'S Bond Ap- 
praisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 

appropriate alterations and additions, so that holders 
and prospective buyers of bonds may be constantly in- 
formed as to the effect of developments in the largest 
number of issues. 

Naturally, it is understood that all the issues men- 
tioned do not constitute recommendations, although 
the relative merit of each is clearly indicated either 


by the tabular matter or by the comment. For those 
who desire to employ their funds in fixed income-bear- 
ing securities we have “double starred” the issues 
which appear to us most desirable, safety of principal 
being the predominant consideration, while a single 
star designates those which, while somewhat lower in 
quality, nevertheless provide an attractive income, or 
offer possibilities of price enhancement. 

Inquiries concerning bonds should be directed to our 
Personal Service Department. 
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Company debt issu Yield to COMMENT 
(mil’ns) (mins) 1932 1933 Callt Recent Maturity 
Cin. Union Terminal ist “A” 4}4s, 2020..... 36 36 107% °35* 106 4.2 Guarantors include the B. & O., the C. & O. 
Norfolk & Western and Pennsylvania. 
Missouri-Kansas-Texas R. R. 
oe Ne dt CS eer 107 62 1.0 8 105 717 6.9 Reasonably good bond. : 
Pee “A” Ge, BOOT... 0 ccccececcs 107 14 1.0 8 100 41 12.2§ Junior to issue above. Interest cumulative, 
but contingent. 
OM, E. & TF. Ost Os, S008... 5. nossa cccesee 107 39 a. 8 NC 86 4.7  Underlies issues above. 
New York Central R. R. 
Consolidation 4s, 1998................... 671 68 a 9 Cc 82 4.9 Astrong investment issue. 
Coll. Tr. Conv. 66, BBEE....cccccccccccsc. O81 60 A 9 105* 113 4.4 a 25 shares com. per $1000. Well 
secure 
Ref. & Imp. “‘A” 44, ait es bai oa binewe 671 355 A 9 110 59 7.6 Fair grade only. 
Cony. 200. 08, 6.0. 80..... 0.50.2. .0000 671 12 % § 9 110 95  6.3§ Nonetoostrong. _ 
**eN. Y.C. & H.R. Mise. 3s, 1997.. an 94 A i 9 NC 91 8.9 High grade underlying bonds. 
n. e - Pe oe wx sas ee 671 9 A 9 NC zs : 4 Rank with Cons. 4s, 1998. 
e Shore Coll. 34s,’98. 671 23 on. 9 NC 9 ne 
N. Y.C. & H.R. Mich. Cent. Coll. 314s,98. 671 19 ‘7 ‘9 =NC 80 4.4 } Prior in lien to Cons. 4s, 1998. Strong bonds. 
Lake Shore & M. S. ist 814s, 1997....... 671 50 RY .9 NC 91 3.9 High grade investment. 
Chic., Ind. & Sou. Mtge. 4s, 1956 Guava 671 15 — 9 NC 89 4.8 Reasonably good bond. 
Cleveland Short Line ist 4\%s, 1961. . 671 12 md .9 NC 100 4.5 Strong issue. 
ene: Frank. & Clear. ist 4s, 1959... 671 11 ei 9 NC 82 6.3 Good caliber. 
Cc., C., C., we — Ry. 
ON ORE 671 33 9 NC 86 4.7 Better grade. 
Ref. & “nag Sg oe 671 65 i x 105 ’47* 69 6.7 Junior to issue above. 
Michigan rg hat R. 
ist ose, & eee ai secs ik bp in vw tno Oo 671 18 sf 9 NC 97 3.7 High grade. 
Ref. & Imp. eee 46s, 1 671 18 mf 9 105* + Falier 6 to issue above. 
Canada penton Cons. ‘‘A’”’ ond R008... 200 671 29 a 9 NC 103 4.8 | 
Detroit R. T. (D. T. & T.) 1st 414s, 61.... 671 18 wT 9 NC 104 4.2 ,/ Better grade issues. 
N. Y. & Harlem Ref. (now 1st) 314s, 2000. 671 12 a i 9 NC 95 3.7 Of the highest caliber. 
West Shore Ast 4s, 2861................. 671 49 = 9 NC 81 4.9 Strong, well-situated bond. 
N. Y., N. H. & Hartford R. R. 
SOE G Ree. DIGS, BOST nc cc cccescccee B56 83 1.0 Ww 105 ’37* 49 9.7 ince a equally secured. No more than 
‘air grade. 
Non-conv. Deb. 4s, 1956................. 256 50 1.0 a NC 44 10.6 Equally occured with ist & Ref. bonds. 
Secur | OS SSS eee 256 18 1.0 sf 105 66 14.7 Secured pledge $23,000,000 ist & Ref. 6s. 
SN AC INI is ninco 00s scan 0600-0 00-0 256 39 1.0 » NC 59 12.2 Equally secured with ist & Ref. bonds. 
a eee 256 15 1.0 a NC 37 10.8§ Unsecured by mortgage. Semi-speculative. 
*Harlem Riv. & Port Chester ist 4s, ’64.... 256 15 1.0 Bf NC 95 4.4 Better grade investment. 
Central New England ist 4s, 1961........ 256 13 1.0 Py 105 67 6.6 Of good caliber. 
New England R. R. Cons. 4s, 1945........ 256 18 1.0 + NC 71 8.0 Reasonably good issue. 
Guaranteed Issues 
N. Y., West. & Boston ist 414s, 1946...... <> 19 110 37 12.2§ Bond is speculative on its own merits. 
New York, Ontario & Western Ry. - 
ee a eee 30 20 1.5 1.2 Cc 6.8 Medium grade. 
RIC on CaS Pes ae Kieuee a 4-Kie's 30 9 1.5 1.2 110 52 9.2 Junior to issue above. 
Brooklyn Edison Gen. “A” §s,1949......... 67 56 48 4.4 105 110 4.1 Of the highest grade. 
Columbia Gas & El. Deb. 5s, 1952.......... 171 105 2.4 2.1 104* 83 6.6 Position improved. Reasonably strong. 
Cini Ry., pd & Ae Co. 
8 Be vg US re 24 19 2.9 2.5 105* 93 5.0 Better grade investment. 
yp it 5s, isan er re ee 24 5 2.9 2.5 105* 104 4.8 Security equivalent to issue above. 
Cons. Gas of New York 
*Debenture 4)4s, 1951.................4- 398 140 106* 100 4.5 Better grade, despite the possibility of lower 
rates. 
Westchester Lighting ist 5s, 1950. 398 9 3.7 3.2 NC 113 3.9 Of the highest grade. 
N. Y. & Westchester Ltg. Gen. 4s, 2004. 398 10 3.7 3.2 100 100 4.0 Junior to issue above, but still strong. 
Detroit — Gen. & Ref. (now ist) “D” 
1.9 














105 ’41* 103 4.3 Entitled to a a high hoascaad rating. 
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funded ofthis times earnedt Price 
Company debt issue “ ~ Yield to COMMENT 
(mil’ns) (mil’ns) 1932 1933 Callt Recent Maturity 
Georgia Power ist & Ref. 5s, 1967.......... 117 98 2.0 1.8 105° 77 6.8 Rate reductions lower caliber . somewhat. 
Medium grade. 
PO emer gd Pwr. & Lt. ist “A” 5s, 1957. 38 38 2.0 1.9 104° 97 5.2 Good grade. 
**Kansas City Power & Light ist 44s, 1961.. 41 41 3.1 2.6 110 109 4.0 High grade. 
New York Ediso 
ist Lien & Ret. Se i PDs wine 0-s isos aau 123 85 5.0 4.4 105° 109 3.9 High grade investment bond. 
= Y. Gas & El. Aa Heat LPs Pwr. ist 5s,1948 123 15 5.0 4.4 NC 115 3.6 { Assumed by New York Edison. 
as 8 Oe na 123 21 5.0 4.4 NC 105 3.6 Gilt edged. 
*N. Y. Power & Light ist 4s, 1967...... sa: Se 66 2.1 1.8 105° 90 5.1 Good caliber 
North American Deb. 5s, 1961.............. 317 25 a7 1.5 10414 * 83 6.3 keen} the better holding company issues. 
Oklahoma Gas & Electric Co. 
SU TE 5 6 055 0,010 60.0.9 40 obs s 46 60406 43 34 1.8 2.79 104° 94 5.6 Reasonably good bond. 
RIMES 5s s'5s nea c's dgabewcis eins ess 43 7 1.8 3.7 10214* 87 8.8 Junior to issue above and prior liens thereto. 
Philadelphia Electric Co, 
ok 5, ee ics 168 57 3.3 3.3 110 113 4.3 High grade. 
1st Lien & Ref. pg MOU savas ccs vk odes 168 33 3.3 3.3 10414° 108 4.1 First fs, pledged under this issue make it 
almost as strong as one above. 
oe 3 2 ON: eee nrc 168 59 3.3 3.3 1024%° 103 3.8 unior to two issues above, but still strong. 
Philadelphia El. 4M 1st 514s, 1972. 35 35 1.6 1.6 106° 109 5.0 ot obligation Phil. El. Co. Good caliber. 
Pug. Sd. Pr. & Lt. ist & Ref. “‘A” 5's, da 75 63 1.8 1.2 1034%4°* 55 12.0 None too strongly situated. 
Southwestern Bell Tel. ist & Ref. 5s, 1954.. 60 49 5.0 4.7 105* 109 4.3 High grade. . 
Texas Electric Service ist 6s, 1960.......... 34 34 2.0 2:7 105° 79 6.7 Coverage for charges lower. Medium grade. 
Utah Power & Light Co. 
1st 5s, 1944 nee 54 87 1.6 1.2 105 67 10.4 Only fair grade. 
ist & Gen. 4s, 1944 ice 5 1.6 4.3 102° 60 11.5 Equal amount of ist 5s, pledged hereunder. 
Deb. “A” 6s, 2022 54 5 1.6 1.2 110° 49 12.3§ Jr. to two issues above. Imost speculative. 
Utah Lt. & Trac. 1st & Ref. “A” 5s,1944.. 12 12 1.0 1.0 105 64 11.0 Guaranteed by Utah Power & Light. 
Industrials 
American International Conv. Deb. 5\4s,1949 14 14 1.0 105 86 7.0 Reasonably well protected. 
American Radiator Deb. 44s, 1947......... 10 10 epee oe 10144° 104 4.1 Company’s business is still poor, but bond 
is a strong one. 
Am. Smelting & Refining 1st “A” 5s,1947... 38 36 def 4.0 100 105 4.5 Now better grade. 
Armour & Co. (Tll.) R. E. 4s, 6.1.89...... 38 .2p 1.5p 10214 100 4.5 pYears to 10.31. Of good caliber. 
Armour & Co. of Delaware ist 544s, 1943.... 42 42 ‘2p 1.5p 105 98 5.8 pYears to 10.31. — company guaran~ 
tees. Fair grade. 
Com’! Investment Tr. Conv. Deb. 514s, 49... 18 18 5.6 8.8 110* 109 4.7 Business good. Well-protected issue. 
oe a eer 11 11 def def 1014%° 98 5.4 Standing improved recently. Good grade. 
Dodge Bros. Deb. 68, 1940.......cscccccece 30 30 def q 4.5 105* 107 4.7 qChrysler’s —- $10,000,000 have been 
called Nov. 
Goodrich (B. F.) 
Se ET on tds 6600 sae naan seenis sue 38 16 def 1.0 107 103 6.1 Fairly sound issue. 
ODE, DORs BE, CO nse séscccsccacsceee 22 def 1.0 105\%* 82 8.6 Junior to issue above. 
* Goodyear Tire & Rub. ist & Coll. 5s, 1957... 58 54 .8 2.1 103° 101 4.9 Good grade investment. 
Lehigh Coal & Navig. Cons. “A” 414s, 1954.. 32 20 1.6 1.6 105 99 4.6 Good grade. 
National Steel ist Coll. 5s, 1956............ 39 37 1.8 2.3 105° 103 4.8 Entitled to a high rating. 
Phillips Petroleum Deb. 514s, 6.1.39....... 27 27 1.3 1.7 101° 101 5.0 Company’s financial position much improved. 
*Remington-Rand Deb. “A” 54s, 1947...... 18 18 def c 2.2c 104° 93 6.3 cYears to 3.31.33/34. Company strong finan- 
cially and doing better. 
Standard Oil Co. (N. J.) Deb. 5s, 1946...... 124 90 2.6 6.0 102° 106 4. An investment of the highest caliber. 
Western Electric Deb. 5s, 1944............ . 85 35 def def 105° 104 4.5 Despite recent poor earning power, company 
is still psstiran and the bond a good one. 
Short-Term Issues 
Due date 
**x Atlantic Refining Deb. 5s................ 7.1.37 14 5.9 10.1 NC 107 2.2 Better grade investment. 
Bunalo Gen. Ei, 1st Rok. Ge... ..0ccccccsce 4.1.39 7 2.6 2.1 105 ie ... High grade bond. 
Chicago Gas Light & Coke ist 5s......... 7.1.37 10 1.9 nea NC 103 3.9 Better grade investment. 
OREO ME NG WO isk. ss os inp inn 4 sieve 6's'e cise 12.1. 37 28 1.4 def 10314 105 3.2 Better grade issue. 
Humble Oil & Refining Deb. 5s.......... 4.1.37 19 9.1 18.2 102 Pee na Entire issue called Oct. 1, 1934 
Midvale Steel & Ordnance Conv. 5s...... 3.1.36 31 defh defh 105 102 3.6 hEarnings Bethlehem Steel. Better grade. 
** New York Telephone ist & ?. sian -12.1.,39 61 3.4 4.6 110 108 2.6 Gilt-edged. 
Pacific Tel. & Tel. 1st & Coll. 1.2.37 26 4.1 3.8 110 106 2.0 Of the highest grade. 











t Fixed charges times earned is computed on an “over all” basis. In the case of a railroad, the item includes interest on funded debt and other debt, 
rents for leased roads, miscellaneous rents, etc.; in the case of a public utility it includes interest on funded and unfunded debt, subsidiary preferred dividends, 


minority interest, etc. 


t An entry such as 105 36 means that the bond is not callable until 1936 at the price named. 


* Indicates that the issue is callable as 


a whole or in part at gradually decreasing prices. ** Our aoe jor safety of principal is predominant consideration. * Our preferences where some 
‘urrent yield. 


slight risk may be taken in order to obtain a higher return. 
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The Mail Order Outlook 


Leading Ccmpanies Have Turned from Deficits 
to Profitt—How Soon Can Dividends Be Paid? 


IGH hopes were held for the 
mail order houses during the 
first part of the current year. 

Sales ran 20%, 30%, 40% and even 
50% above comparative periods in 
1933 and company earnings moved 
sharply from the “red” to the “black”. 
It will be remembered, however, that 
the early part of this year was being 
compared with a period during which 
all the banks in the country were about 
to close and then, when they did all 
close, business in general came quite 
naturally to an abrupt halt. Compar- 
ing this year to last, therefore, must take 
into consideration that the base was at 
first very low and that, as the base rose 
with the re-opening of the banks and 
the widespread improvement which foi- 
lowed, the comparison might be ex- 
pected to become less favorable. 

Yet, while this accounts, in part, for 
the seemingly less favorable showing 
made by the mail order companies in re- 
cent months, it is not the whole story. 
They actually have done less well in the 
absolute sense. Their business was ad- 
versely affected by the drought for one 
thing. Then there was the general 
summer slump which was somewhat 
more intense than was expected. Now, 
however, under the impetus of the cus- 
tomary fall pick-up and with the Gov- 
ernment’s drought relief and other agri- 
cultural money working its way into 
channels of private trade, the mail or- 
ders again are going ahead. Is this just a 
flash in the pan, or is the longer-term 
outlook definitely improved? 


Low Price Makes Volume 


The mail orders have at least done 
one thing which might be calculated to 
give the current upswing a firm base: 
they are no longer participants in the 
dangerous policy of raising prices faster 
than their customers’ incomes are in- 
creasing. Of course, their prices as a 
whole are considerably higher than 
those prevailing during the depths of 
the depression, but the upward move- 
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ment was definitely checked with the 
publication of fall catalogues. In Au- 
gust, Sears, Roebuck stated: “You will 
note that prices in this book, despite ad- 
vances in raw materials, wage rates and 
increased expense in practically evcry 
direction, are in most cases below thcse 
of our spring catalogue, and in many 
cases lower than a year ago.” Mont- 
gomery Ward's fall catalogue carried 
prices either unchanged or somewhat 
lower than in its spring book. 

A question concerning margin of 
profit always arises following the point 
that selling prices are being kept stable 
in the face of increasing costs. With 
the mail orders at the present time, 
however, there are dangers of error in 
jumping to an adverse conclusion. 
Probably the raising of prices in 1933 
and the spring of 1934 was done rath- 
er too heavily. It will be remembered 
it was said at this time that inflation 
was upon us and that the price of all 
things tangible would soar out of sight. 
Companies in the merchandising busi- 
ness could hardly have failed to be in- 
fluenced by the popular conception and 
they probably experienced some fear 


that it would be impossible to replace 
merchandise inventory at a price com- 
mensurate with selling quotations. 
They raised prices with a heavy hand. 
Now, however, it is dawning upon 
everyone that if we are to have refla- 
tion, or inflation, or whatever it is that 
will raise the general price level, it is 
very slow in getting under way and 
that there is still business safety in seek- 
ing no more than a moderate profit 
margin. If this is a correct interpreta- 
tion of what has happened, the increase 
in sales which is resulting from the 
present pricing policy of the mail order 
houses should more than offset anything 
in the way of a smaller profit margin. 
Moreover, it is to be remembered 
that the mail order background is now 
a great deal healthier than it was a year 
or two ago. During the prosperous 
times immediately preceding the advent 
of the depression, mail order companies 
almost without exception went on an 
expansion spree. Montgomery Ward 
went heavily into the chain store busi- 
ness. It opened up here, there and 
everywhere; obligated itself for boom- 
time rentals; and all just before the 
crash of sales, prices, rentals and every- 
thing that went to make up the busi- 
ness. In one sense, it was fortunate that 
the company had previously managed 
to raise almost $100,000,000 from stock 
offerings, for if the money had been 
borrowed from the banks, or raised 
through the sale of bonds, stockholders 
would have been left only with the 
right to subscribe to a reorganization. 


The Period of Expansion 


Not that Montgomery Ward should 
be singled out as a dire example of ex- 
cessive expansion; other companies 
were equally guilty. Although Sears, 
Roebuck did not go relatively into rz 
tail stores as heavily nor as recklessly 
as Montgomery Ward, it did under- 
take considerable expansion in this di- 
rection. Moreover, Sears, Roebuck had 
additional troubles in its home-building 
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division, the wholly-owned Encyclo- 
paedia Britannica, and because of “re- 
purchase” agreements which made it 
necessary to outlay large sums of monev 
at awkward moments. As for the 
smaller mail order companies, some 
actually went under. National Bellas 
Hess, for example, owing to gross over- 
expansion and dissipation of workinz 
capital was placed in receivership early 
in 1932. This company might well 
have disappeared altogether, but reor- 
ganized on a shoestring by men who ap- 
parently know their business and who 
concentrated on the basic mail order 
business, it is showing quite remarkable 
recuperative powers. Spiegel, May, 
Stern, like Montgomery Ward and 
Sears, also was bitten by the retail store 
germ. Steps were taken to liquidate 
the operating subsidiary of these stores 
in the fall of 1931. 

As has been said, however, the basic 
mail order situation is now much 
healthier. The follies of the recent past 
have been fully recognized for some 
time and the work of correction has 
made progress. Large numbers of un- 
profitable stores have been closed and, 
while certain companies are still open- 
ing stores, a great deal of care is being 
spent on their location. On the whole, 
there has been a quite definite swing 
to the fundamental mail order business 
which in the past proved so profitable 
and which there is every reason to sup- 
pose will prove profitable in the future. 
Especially is this so if the companies 
can only keep the dead-wood out of 
their organizations and are given rea- 
sonable conditions of general business 
under which to operate. 

When it comes to selecting the stock 
of some particular mail order house for 
investment or speculation, it is not easy 
in the abstract to make an intelligent 
choice. The mail orders seem to have 
their times of prosperity and their times 
ot adversity more as a unit than a simi- 
lar group of companies in other indus- 
tries. If this is so, and one should de- 
cide that the business as a whole was 
on the upgrade, then the thing to do, 
of course, would be to buy the most 
speculative issue. On the other hand, 
there is the obvious risk to this that one 
might be wrong, or at least that the 
anticipated improvement might be 
longer in developing than was expected. 
If this were to happen, the stronger 
position obviously is in the better com- 
panies. Let us look over the various 
units individually. 


Sears, Roebuck 


Sears, Roebuck is the largest of them 
all. Indeed, it is often said to be the 
world’s largest retailer of general mer- 
chandise. From a net income in 1929 
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of more than $30,000,000, the earnings 
of this company slipped steadily down- 
ward until, for the thirteen months 
ended January, 1933, there was a net 
loss in excess of $2,500,000. In the 
fiscal year ended last January, however, 
there was considerable improvement, 
net profit being about $11,200,000, or 
the equivalent of $2.35 a share on each 
of the 4,781,111 shares of common 
stock outstanding. 

For the twenty-four weeks ended 
July 16 of this year, Sears earned 
$6,808,189 before Federal taxes, com- 
pared with $1,619,811 in the corre- 
sponding period of 1933. There also 
has been an improvement in the com- 
pany’s financial position. At the end 
of the last fiscal year, the ratio of cur- 
rent assets to current liabilities was only 
2.3 to 1, with notes payable amounting 
to almost $32,000,000. On the favor- 
able side, however, it is to be noted 
that there is no funded debt—not even 
preferred stock—the common stock 
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constituting the sole capital liability. 

While Montgomery Ward's sales 
established a high record in 1929, so 
far as earnings were concerned the com- 
pany already was on the downward 
slope. And what a slope it proved to 
be! From a record “black” figure of 
nearly $18,000,000 in 1928, the com- 
pany lost more than $14,000,000 in the 
twenty-five months preceding January, 
1933. As was the case with Sears, 
Ward's affairs turned for the better 
in 1933, earnings for the fiscal year 
ended January, 1934, being $2,227,957, 
or the equivalent of 18 cents on each 
of the 4,467,240 shares of common 
stock outstanding, allowing only regu- 
lar preferred dividends on which there 
are dividend accumulations of $7 a 
share. For the six months ended July 
31 of this year, Montgomery Ward 
earned $4,158,695 after all charges in- 
cluding Federal taxes. This was equi- 
valent to 77 cents a common share, ai- 
lewing only regular dividends on the 
preferred. Financially, the company ts 
strong. Long-term debt is very small, 
there are no bank loans and the ratio 
of current assets to current liabilities is 
better than 9 to 1. 


The Smaller Companies 


Although there is no comparison in 
point of size, the improvement from 
the depths of the depression made by 
Spiegel, May, Stern has been by far 
the most sensational of all the mail or- 
der companies on a per-share basis. A 
large loss in 1932 was turned into a 
profit in 1933 equivalent to $6.02 a 
common share, allowing only for regu- 
lar dividends on the preferred which, 
like Montgomery Ward’s, also had ac: 
cumulations, now liquidated. For the 
first six months of this year, Spiegel, 
May, Stern earned the equivalent of 
$6.47 a common share, allowing only 
for regular preferred dividends. Such 
a showing is naturally impressive and 
affords a valid explanation of the stock’s 
sensational rise from a low this year of 
$19 a share to almost $70 a share. 
Financially, the company’s position is 
not particularly strong. 

Any consideration of National Bellas 
Hess must be made with the thought 
in mind that it very recently was a 
bankrupt concern and that, while the 
struggle from the mire has progressed, 
there has hardly been time as yet fo: 
the company to attain a thoroughly 
sound position. It is to be noted, how- 
ever, that for the fiscal year ended July 
31, last, the company earned $171,279 
after expenses and Federal taxes (the 
Income Account made no mention of 
depreciation). 

The enthusiasm of the prospective 

(Please turn to page 682) 
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The Worst Is Behind 


Bank Loans Reduced—Foreign Exchange Posi- 
tion Improved—Revenues and Profits Increased 


N the glamorous prosperity of the 
Twenties, few common stocks ap- 
pealed more strongly to the specu- 

lative imagination than International 
Telephone & Telegraph. It had been 
born in Cuba in 1920 as a relatively 
small enterprise and in less than a 
decade had mushroomed to giant size 
in the field of world communications. 
Its operations, including telephone, tele- 
raph, radio, cable and the manufacture 
of equipment, had expanded to fifty- 
eight countries. Its profits had in- 
creased only slightly less sensationally 
than its properties. Both as regards 
technological achievement and the op- 
portunity for growth of modern com- 
munication in backward countries its 
possibilities appeared to be almost with- 
out limit. 

And then came the deluge. Depres- 
sion swept irresistibly over the entire 
world. For the first time the weak- 
nesses of boom-time corporate ventures 
were starkly revealed, and notably so 
in the case of International Telephone. 
The common stock, which had climbed 
close to $150 a share in 1929, crashed 
down to less than $20 a share by the 
end of 1930. 


From Riches to Rags 


At the latter level it appeared to have 
discounted a large part of the com- 
pany’s troubles, but the depression had 
only begun and was destined to reach 
yet more acute stages in 1931 and 
1932. The company’s difficulties were 
correspondingly aggravated. By mid- 
1932 the stock had sagged to less than 
$3 a share. 

This record reflects a number of 
weaknesses, of course, in the position of 
the stock, other than the depression de- 
cline in revenues which affected all 
business. The company had been organ- 
ized and had acquired its properties in 
a period of inflated world prices. It 
had not had sufficient time either to 
bulwark its financial position or to 
work its properties into the most effi- 
cient operating status. It was con- 
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fronted in various countries with un- 
stable political conditions capable cf 
affecting its propertiesand revenues at 
any time. Finally, it was hard hit by 
the depreciation of various foreign cur- 
rencies, resulting in exchange losses on 
the transfer of foreign revenues into 
dollars. 

The fact that the stock in today’s 
market commands a price of only $10 
a share is obvious indication that a 
highly speculative flavor still attaches 
to it. Nevertheless, this price—low as 
it is in comparison with 1929 quota- 
tions—does reflect a change for the 
better in the company’s affairs. 

The question of vital interest to 
thousands of shareholders today is: 
How significant is the change and what 
is the prospect of further improve- 
ment? 

The hopeful factors merit brief sum- 
mary. First and above all, the depths 
of world depression have been put be- 
hind. This means that International 
Telephone, put together and greatly 
expanded in a boom era, has taken the 


hardest blow that could conceivably 
come its way and has stood up under 
the impact. Whereas stockholders in 
1932 had some reason to wonder 
whether any equity would be preserved 
for them, their conjecture now centers 
on how large the equity in future will 
be. This is a vast and basic change. 


Factors of Improvement 


Second, partial world recovery has 
tended to increase revenues. Third, 
depreciation of the dollar has been a 
boon to this company, converting previ- 
ous foreign exchange losses into gains. 
Thus, whereas foreign exchange losses 
of more than $2,000,000 were shown 
for each of the years 1931 and 1932, 
a foreign exchange gain of more than 
$10,000,000 was shown for 1933. 
Fourth, working capital position is be- 
ing gradually strengthened, present 
bank loans of less than $31,000,000 
comparing with more than $44,000,000 
at the end of 1931. Fifth, the neces- 
sary concentration of the company’s 
efforts on consolidation, rather than ex- 
pansion, in the years since 1929 has 
produced substantial gains in its over- 
ali efficiency. 

Such is the list of improvements. It 
need hardly be said that they still leave 
much to be accomplished before an 
equity so distant from the underlying 
properties can be considered as anything 
more than a radical speculation. The 
obligations ranking prior to the 6,399,- 
000 shares of common include $36,263,- 
000 in preferred stocks of subsidiary 
companies and $194,615,000 in funded 
debt of the holding company and of 
subsidiaries. 

Above we have dealt with statistics 
and economic trends subject to fairly 
easy measurement. It is far more diffi- 
cult, if not impossible, to arrive at any 
fixed conclusion regarding that very im- 
portant aspect of the company’s prob- 
lem which centers on its public rela- 
tionships within the various countries 
in which it operates. 

Here we are faced with political 


THE MAGAZINE OF WALL STREET 


poten 
count 
whate 
in th 
| opera 
‘cial ¢ 
| polici 
whicl 
‘ limit, 
At 
mons 
simp] 
and — 





» Unit 
of tk 
usual 
| That 
carde 
than 
Re 
seem 
year: 
majo 
tren 
inte1 
A 
out } 
able 
ness 
nati 
forn 
in Vv 
witl 
gove 
cou! 
C 
def 
onl; 
ing 
flec! 
and 
mu! 
It 1 
por 
lon; 





ivably 
under 
rs in 
onder 
erved 
nters 
> will 
e. 


- has 
hird, 
en a 
revi- 
ains. 
Osses 
own 
932, 
than 
933. 
—be- 
sent 
060 
000 
ces- 
ny’s 
ex- 
has 


yer- 





potentialities differing from country to 
country and subject to no generalization 
whatever. As we have learned even 
in the United States, public utilities 
| operate perforce within a sphere of spe- 
cial public interest and are subject to 
policies and decisions of government 
iwhich can and do control rates and 
‘limit, if not curtail, profits. 

Attacking utilities as monopolistic 

monsters has long been the easiest and 

simplest technique of the politicians, 
| and this habit is not confined to the 
| United States. From the point of view 
| of the politician seeking votes, it has 
‘usually proved a successful formula. 
| That is why it is not only not dis- 
| carded, but exploited more vigorously 
than ever before. 

Regardless of variations, it would 
seem a reasonable conclusion that for 
years to come, if not indefinitely, every 
major utility will be confronted with a 
trend toward increasing governmental 
intervention, interference or control. 

Against this—and certain to prove 
out in the long run—is the unquestion- 
able superiority, efficiency and cheap- 
ness of the services rendered by Inter- 
national Telephone in comparison with 
former such services in the countries 
in which it operates or in comparison 
with services which could be had from 
governmental operation in any such 
country. 

Clearly the chief 
defense here can 
only be ever-increas- 
ing efficiency, as re- 
flected in the quality 
and cost of com 
munication services. 
It is only thus that 
popular favor in the 
long run can be 
won and retained. 
In point of satisfac- 
tory service, the 
odds thus far appear 
to be decidedly in 
favor of the com- 
pany. Moreover, the 
major success of the 
utilities is founded 
on the growing pub- 
lic demand which is 
attracted over the 
years by ever better 
service and ever low- 
errates. This is not 
to deny, of course, 
that at any time 
forced rate reductions which are out of 
line with both cost reduction and early 
expansion of demand can seriously im- 
pair profit margins. 

It is perhaps instinctive for Ameri- 
cans to have qualms about the foreign 
political uncertainties facing any cor- 
poration operating in fifty-eight coun- 
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tries, and to prefer to speculate in 
equities closer home. Yet this attitude 
smacks somewhat of the pot calling the 
kettle black. In the United States to- 
day all utilities are more or less at the 
mercy of governmental policy. We 
see their costs raised and their rates 
lowered by forces beyond their control. 
We see them faced with the threat of 
actual governmental competition in vast 
Federal hydro-electric projects now 
under construction at Muscle Shoals, 
Boulder Dam and the Grand Coulee. 
Moreover, all interstate communications 
have but recently been brought under the 
Federal Communications Commission. 

As we survey the home area, there- 
fore, the thought suggests itself that the 
political uncertainties confronting In- 
ternational Telephone in strange lands 
may easily be given exaggerated signifi- 
cance. One may even contend, with 
some logic, that this company’s political 
risks are spread over fifty-eight 
countries and are thus diversified, in 
contrast to the domestic utilities. 

Admittedly, International Telephone 
has run up against problems, frictions 
and threats in the political sphere in 
various countries from time to time. It 
has had such problems in Spain and 
Cuba, for example, to mention only 
two. Threats have been heard in 
Mexico. 





Long Distance Switchboard for International Service at Buenos Aires 


Matters of this kind flare into the 
newspapers from time to time and 
alarm stockholders, only to blow over-— 
at least most have thus far—with con- 
cessions or adjustments of one kind 
or another. Such incidents are certain 
to recur in one spot or another when 
a company deals in fifty-eight coun- 





tries. It can not be denied that this 
probability constitutes a speculative 
hazard. 

On the other hand the company’s 
status today, after several years in 
which the economic and political storms 
have blown fiercely, would appear ade- 
quate proof that it is directed by able, 
wise and flexible management. Cer- 
tainly it has thus far lost no ground 
in respect to territorial operations, and, 
indeed, has continued to expand its 
services in various countries, notably 
the telephone service in Spain. Inci- 
dentally, its big headache happens to 
be not abroad at all, but right here ia 
the United States in the form of the 
Postal Telegraph which it acquired in 
1928 and which remains in the red, 
although less so at present than a year 
ago. 

In Argentina, Brazil and Chile modi- 
fications favorable to International 
Telephone have recently been made in 
foreign exchange restrictions, enabling 
it to convert into dollars the income ac- 
counts for the first half of this year of 
the associated companies operating in 
these countries. 

The consolidated report of the com- 
pany for the six months ended June 36 
shows earnings of $1,697,933, after all 
reserves and prior charges. This is 
equal to 27 cents a share on the stock 
and compares with 
a loss of $642,310 
in the first half of 
1933. 

In summary, the 
company’s positicn 
relative to world eco- 
nomic and currency 
trends is substantial- 
ly improved and has 
a reasonable chance 
to improve further. 
Its position relative 
to foreign political 
uncertainties is no 
worse than it has 
heretofore been, and 
should tend to be- 
come more secure if 
world recovery pro- 
ceeds further; since 
economic recovery is 
the great sedative 
for the world’s polit- 
ical indispositions. 

While purchase of 
this stock should 
only be undertaken 
with clear recognition of the not incon- 
siderable speculative risk involved, the 
time has passed, in the writer’s opinion, 
when shareholders who have stuck with 
it through a crucial period should sacri- 
fice their holdings. Recovery will be 
slow, but in any event the worst is 
now behind. 
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Enviable Earnings Record 


A Boom Era Consolidation That 
Has Proved Solidly Founded 


ESPITE the fact that it is really 

a boom-time product, for it was 

in the years between 1927 and 
1929 that the greater part of the com- 
pany’s expansion was undertaken, Gen- 
eral Foods weathered the depression 
very well. Indeed, it was not until 
1932 that the adverse effects of a de- 
clining volume of sales at declining 
prices became a serious matter at all. 
And even in that year earnings were 
substantial, which is in marked contrast 
with the showing made by industry as 
a whole. 

That this should be so is in many 
respects extraordinary. Here was Gen- 
eral Foods continuing to make money 
purveying foodstuffs in everyday use 
at a substantial premium when so many 
people were unable to find the where- 
withal to pay even the base price for 
the stuff, let alone the premium. It is, 
of course, undeniable that General 
Foods’ business consists of taking some 
simple substance, waving 2 
wand over it and then, with 
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figures are available, it is understood 
that all these products contribute their 
share to General Foods’ income. The 
company’s one acquisition that did not 
prove instantly profitable has been 
Frosted Foods. This wholly-owned sub- 
sidiary is the owner and operator of a 
quick freezing process which preserves 
the flavor of meats, fish, fruit and vege- 
tables. The trouble appears to lie 
partly in the fact that the foodstuffs, 
once frozen, have to be kept at a low 
temperature by the retailer and the 
necessary equipment is expensive. Also, 
the public at large have not yet been 
educated to buy these frozen foods; it 
is thought that the choice lies only be- 
tween fresh or canned. Nevertheless, 
General Foods has a lot of money in 
Frosted Foods, still believes in the fu- 
ture possibilities of the process, and is 
continuing with its regional campaigns 
to create a commercial demand. It is 
likely, however, to be some time before 


$18,000,000 in 1931, took a nose-dive 
tu the $10,000,000-mark in 1932, and 
then rose to $11,032,948 in 1933. For 
this last year, earnings were equivalent 
to $2.10 a share on each of the 5,251, 
468 shares of no-par common stock out- 
standing, compared with $1.97 a share 
in 1932. For the first half of this year, 
earnings were equivalent to $1.12 a 
share, as against $1.20 in the first half 
of 1933, 

It is to be noted, however, that the 
second quarter of 1934 contributed 
only 42 cents a share to the half year’s 
earnings. The sharp falling-off in the 
second quarter appears to have been 
the result of an over-stocked dealer po- 
sition and the decline which was under 
way in general business conditions. 
More recently the excessive dealer in- 
ventory has been worked off and this, 
coupled with the general improvement 
that now appears to be taking place, 
makes the company’s present position a 
more enviable one. 

The capitalization of Gen- 
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advertising funds in the coun- the common stock. There is 
try, selling it at a handsome | General Foods Income Account ; neither funded debt nor pre- 
profit. And, so long as the Three Months Three Months ferred stock. Financially, the 
American peopl2 are what to 6/30/84 = to 3/31/84 company is very strong. Of 
they are, and remain willing | Gross profit................... $11,218,740 $12,718,908 the $61,000,000 in total as- 
to pay the premium that is |: eee See es... 8,387,058 8,034,318 sets, more than half, or some 
asked for foodstuffs of admit- Depreciation.................. 494,058 486,322 $35,000,000, were current at 
tedly good quality, packaged Se ee ren 2,337,624 4,198,270 the end of last year. Of th: 
conveniently, the continued 2 204,01 198,808 latter, $10,500,000, was in 
prosperity of General Foods the form of cash, bankers 
seems assured. Total income................. 2,572,045 4,398,865 acceptances and marketable 
The company is the out- Federal Taxes................ 368,983 714,215 securities. Current liabilities 
growth of the old Postum Co. | were only slightly in excess of 
hich dade Pen Cectal f Sereeereeeerere 2,203,062 3,679,650 $5,000,000, 
Post Toasties, Post Bran Earned per chere.........++++- $0.48 $0.70 At the present time, Gen- 
Flakes, Instant Postum and eral Foods is paying regular 

















Grape- Nuts. Starting in 
1925, however, these original 
lines were expanded to include Jell-O, 
Swans Down Cake Flour, Minute Tapi- 
oca, Baker’s Chocolate and coconut 
products, Log Cabin Maple Syrup, 
Sanka and Maxwell House coffees, 
Certo, Diamond Crystal Salt, Calumet 
Baking Powder, and other well-known 
package groceries. While no official 
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such an objective is attained satisfac- 
torily. 

From the standpoint of an earnings 
record, the showing made by General 
Foods is difficult to beat. Net income 
rose steadily from less than $3,000,000 
in 1923 to more than $19,000,000 in 
1929 and 1930. It slipped off to almost 


cash dividends on its con: 
mon stock amounting to 
$1.80 a share annually. While earn- 
ings are not greatly in excess of this 
rate, the company’s internal position 
appears to need no strengthening and 
it would be logical to expect that 
even a moderate improvement in 
earning power would find quick re- 
(Please turn to page 678) 
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GOLD DUST CORP. 





Wide Diversity of Interests 


HE Gold Dust Corp. is one of 

those curious companies whose 

activities defy standard classifi- 
cation. It is like Glidden with its foud 
and paint lines in this respect. The 
present Gold Dust company was 
formed in 1923 and was the outgrowth 
of the long-established soap and wash- 
ing powder business of N. K. Fair 
banks €& Co. Starting with “Gold 
Dust,” “Fairy Soap” and “Sunny Mon- 
day Soap,” the company a year or two 
later acquired a shoe-polish business 
and its line was expanded to include 
“Two-in-One,” “Bixby” and “Shinola.” 
In 1928, it acquired the food products 
division of the American Linseed Co. 
This was a trademarked food business 
-—Best Foods, Inc—a company now 
controlled jointly with General Foods. 
And so were Nucoa not butter, a mar- 
garine, and salad dressing added to 
cleansers and shoe polish. Later, Gold 
Dust exchanged a portion of its stock 
for shares in Standard Mill- 
ing, one of the largest flour 


Rising Food Prices 
May Prove Beneficial 


By Puitirp Dosss 


of the 1,772,902 shares of no-par com- 
mon stock outstanding with the public 
and excluding the 53,000 shares held 
by the company itself as an investment. 
In 1932, the company’s earnings were 
equivalent to $1.22 a share of com- 
mon stock. 

This year, Gold Dust decided, k- 
cause much of its business was con- 
nected with grain, that it would use a 
fiscal year—June to June—instead of 
the calendar year. In order to avoid, 
therefore, a whole eighteen monthis 
without a report to stockholders, the 
company issued a special report for the 
six months ending June 30, 1934. This 
showed a net profit of $1,039,103 after 
Federal taxes and other deductions and 
this, after dividend requirements on the 
preferred, was equivalent to 48 cents 
a common share, not including the 40,- 
000 shares held by the company itseif 
at this time. No comparison, of course, 
between this report and the correspond- 


in business. A paragraph in the renort 
for the first six months of this year tends 
to confirm this expectation. It said: 
“Volume of business in general, com- 
pared with the corresponding period of 
1933 was satisfactory, but profit mar- 
gins have been reduced by the greatly 
increased costs with no opportunity 
under present conditions to offset any 
substantial portion of such increases 
through adjustment of sales prices of 
the coporation’s products. It is hoped 
that there will be some relief in this 
respect but as to when or how the maa- 
agement is unable to predict.” In view 
of this, it is hardly surprising that the 
stock currently affords a high yield; at 
today’s price of $17 a share the return 
is slightly better than 7%. 

On the other hand, if consideration 
is given to capitalization and financial 
position, Gold Dust’s dividend appears 
more assured than on the basis of earn- 
ings alone. Capitalization outstanding 
with the public consists of 
60,000 shares of $6 cumul:- 





milling concerns in the world, 
and this bracketed “Hecker’s 
Superlative Flour,” “Hecker’s | 
Farina,” “Force,” etc., with a 
collection strange already. 
Still later, a large block cf 
stock in the Beech-Nut Pack- | 
ing Co. was purchased from 
the United Cigar Stores Co., 
thereby adding, albeit indi- 
rectly, to the company’s stake 
in the food industry. 

Yet, despite the strange as- 
sortment of things which it 
purveys, Gold Dust has not 
been unsuccessful. The com- 
pany negotiated the depres- 

















os niteastidiaia : | tive, convertible preferred 
stock of $100 par value and 
Gold Dust Corp. | 1,786,002 shares of common 
Income Account | stock of no-par value. There 
is no long-term debt whatso- 
piles wie ain | ever. Financially, Gold Dust 
a/eayes oan | is strong. At the end of last 
Profit | June, current assets 
(after taxes and deductions)... $1,357,803 $3,302,586 amounted to $15,692,306, of 
Depreciation................... 318,700 636,557 which $6,746,624 was in the 
a salmaaa form of cash or United States 
Ry tpcik2 ss naaihas ores $1,039,103 $2,666,029 Government securities. Cur- 
rent liabilities at that time 

Shares outstanding with public... ... 1,786,002 1,772,902 totaled $4,454,905. 
e en | An appraisal of Gold 
arned per share.................. $0.4 — | Dust’s future is obscured, of 
ae | course, to some extent by the 








sion without a loss at any 
period, although naturally 


net profit declined sharply between 


‘1929 and the present time. The slump 


was particularly severe in 1931. In 
1933, the company reported net profit 
of $2,666,029 after depreciation and 
Federal taxes and this, after dividend 
requirements on the $6 preferred stock, 
was equivalent to $1.30 a share on each 


for OCTOBER 13, 1934 


ing six months of 1933 is possible. 

Currently, Gold Dust is paying 
$1.20 a share annually in dividends 
and, while the seasonal influence on the 
business is not known, it would appear 
from the six months statement that this 
dividend for the full year 1934 will 
not be earned without an improvement 


great diversity of activities in 
which it engages. It is com- 
monly held that rising butter prices 
will benefit margarine sales, but whether 
this advantage will be realized and un- 
impaired by declining sales in other 
divisions of the business remains to be 
seen. For after all Gold Dust is con- 
cerned not only with a variety of prod- 
(Please turn to page 682) 
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Velocity of Money 


What the inflationists can not get 
through their heads is that within any 
reasonable limits the quantity of money 
in existence has nothing to do with 
the activity of business. Since 90 per 
cent of all business transactions in 
this country rest upon check payments, 
bank deposits constitute the important 
money. Now deposits have risen sub- 
stantially over the past year and espe- 
cially during the last nine months. 
Does it make any difference how large 
they are? The answer is in the nega- 
tive. The important thing is their 
turnover, the activity of their use— 
in short, their velocity. This is an ex- 
cellent business index and, unfortunate- 
ly, the latest figures are far from en- 
couraging. Since the New Deal came 
into power the deposit turnover index 
of the New York Federal Reserve 
Bank, covering New York City, has 
fluctuated between a high of 75 and 
a low of 48. For the interior the range 
has been between 90 and 68. Both for 
New York City and the interior the 
index of velocity established its high in 
July, 1933. For New York City the 
1934 high was 63 last April. By 
August, the latest figure available, it 
had dropped to 48. This is the lowest 
since December, 1932. For the interior 
the 1934 high was 73 in June. By 
August this index had fallen to 68, 
which is the lowest since November, 
1932. Perhaps we are “on our way”, 
as the chief New Dealer has said— 
but here is one very significant index 
which shows we are not making much 
progress. 


* * * 


An Exceptional Holding Company 


The depression was hard on holding 
companies, whether of the industrial 
or public utility variety. It was found 
generally that their common stockhold- 
ers and even their bondholders had an 
exceedingly small equity in the busi- 
ness and that this equity was promptly 
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and Income 


wiped-out under adverse conditions. 
There were, however, certain holding 
companies that proved firmly built. The 
American Gas & Electric Co. certainly 
can be included among these. It has 
paid dividends throughout the whole 
difficult period since 1929. It was 
never in financial difficulties like so 
many of its contemporaries. The re- 
port for the year ended August 31, last, 
showed earnings of $1.69 a common 
share—ample margin for the present 
$1-dividend. For the previous twelve 
months the company earned $1.86 a 
share so that, in view of the great in- 
crease in general operating expenses 
and the larger provision for deprecia- 
tion in the later period, the most recent 
report really appears to be an excep- 
tionally good showing. 


* * * 


Pioneering Profits 


The vast profits sometimes made by 
pioneering enterprises have an undeni- 
able fascination for the human mind. 
Recently, for example, there came the 
widely publicized revelation that $1,000 
invested not many years ago in the 
manufacture of a certain airplane mo- 
tor had yielded a profit of around 
$1,000,000. This was brought out by 
another of the political investigating 
committees with which we have been 
afflicted during the past year or so. 
This, like the earlier air mail ‘“revela- 
tions”, is merely another reflection of 
a peculiar aberration of the political 
mind in these days of the New Deal— 
the aberration showing itself in a sus- 
picion that any large profit must, per 
se, be a dishonest profit. What the 
politicos forget is that most large prof- 
its in pioneering and untried fields 
originated out of a decidedly long-shot 
investment, and that for every win- 
ner there have been scores, if not 
hundreds, of losers. Who can remem- 
ber even the names of the scores of 
automobile companies that litter the 
road over which the motor industry 




















has travelled in the past twenty-five 
years? From the point of view of the 
investor, the assumption of a risk in a 
new industry is not much safer than 
buying a ticket in a lottery. Moreover, 
as the country grows further into eco- 
nomic maturity, the long-odds oppor- 
tunities tend to diminish As new 
fields open up today large existing 
corporations shift to them or overlap 
into them. The manufacturers who 
lead today in mechanical refrigeration 
and air conditioning, for example, have 
merely added these activities to a broad 
diversity of activities already solidly 
established. 


So * * 


Republic Steel 


At the end of this month, stockhold- 
ers of Republic Steel Corp. are to meet 
and vote upon a proposal to merge their 
company with Corrigan, McKinney 
Steel and Truscon Steel. Should this 
go through, it is thought that the con- 
solidated organization may then absorb 
Otis Steel and Gulf States Steel. Re- 
public Steel already is the third largest 
company in the field and its output 
falls into “consumer” rather than 
“heavy” channels. It is the largest of 
al) makers of alloy steels, a division 
whose future is one of the bright spots 
in the industry. Already a_ well- 
rounded organization with immense 
coal and ore reserves, the merger that is 
proposed should put Republic in a still 
better position. Its position as the third 
largest company will be consolidated 
and it is expected to operate under 
materially reduced costs. 

The proposed consolidation involves 
considerable revamping of capitaliza- 
tion and many holders of the present 
Republic Steel $6 preferred stock are 
undecided whether to co-operate. They 
are asked to exchange their holdings on 
the basis of one share of old preferred 
for half-a-share of new 6% cumula- 
tive, convertible, prior preference stock 


(Please turn to page 679) 
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Taking the Pulse of Business 


— Steel Operations Higher 


HILE most of the in- 
dustries which en- 
ter into our busi- 

ness indexes have recovered 
much of the ground lost 
during the weeks preceding 
and including Labor Day, 
the improvement in most 
cases has been somewhat less than seasonal; so that our 
seasonally adjusted index of Business Activity has receded 
to a new low on the present reaction. A considerable por- 
tion of this decline is attributable to unseasonably warm 
weather which has delayed the normal autumn pick-up in 
car loadings, coal and electric power production. Reduced 
operations at textile centers in consequence of the recent 
strike have also caused some falling off in the volume of 
bank debits since our last issue. Automobile production 
is being curtailed at about the normal pace for this time 
of the year, though the drop is somewhat more pronounced 
than last year. Steel appears to be about the only leading 
industry in which the gain is even slightly better than sea- 
sonal. 

Price movements since our last issue have not been very 
encouraging. Most of the non-ferrous metals and a num- 
ber of agricultural staples have been reactionary—partly 
influenced by the slump in sterling exchange rates and 
rumblings of instability among the gold bloc currencies, 
and partly in consequence of the above cited evidence of 
further slackening in general business activity. The Com- 
mon Stock Index, after recoiling from the October-July 
resistance levels, has advanced further on moderate vol- 
ume. Corporate bonds show a tendency to ignore 


— Metal Prices Lower 

— Petroleum Troubles Mount 
— Railroad Net Declines 

— Courts Help Utilities 


the Cost of Business Credit 
and to follow the more or 
less aimless fluctuations in 
common stock prices. Gov- 
ernment bond prices con- 
tinue to recede by small 
fractions despite the fair de- 
gree of success attending the 
Treasury's refunding operations. 

Much of the reactionary tendency at the present time 
in business activity and in prices may be laid at the door 
of partisan campaign propaganda and speeches which have 
had the unfortunate effect of arousing apprehension in 
business circles and so led to postponement of new com- 
mitments. Naturally the hesitation occasionad by this at- 
mosphere of uncertainty is reacting most unfavorably upon 
the heavy goods industries whose prosperity depends upon 
investment confidence. Thus we learn that construction 
contracts let in August ran 13% over last year owing sole- 
ly to Government fostered projects; yet private residential 
contracts were off 15%. 

On the other hand, general purchasing power in the field 
of consumption goods continues to be fairly well sustained 
by the Government’s extraordinary expenditures. Farm 
income in August, for example, gained 40% over last 
August, with corresponding improvement in mail order 
sales. During the first half of September, the dollar volume 
of chain store sales throughout the country, and of depart- 
ment store business in the New York Metropolitan area, 
showed an increase of 7% over last year at that time. Our 
excess exports of 52 millions in August were the largest 
of any corresponding month since 1930. 
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The fact that sales of consumers’ goods continue to hol¢ 
well above last year is accounted for not only by higher 
farm incomes but also by larger employment and payrolls. 
Factory employment in August was 4% ahead of last year, 
with payrolls up nearly 10%. Non-factory employment 
showed a gain of 4.7% and payrolls expanded by 6%, 
compared with August, 1933. According to THE Maca- 
ZINE OF WALL STREET'S indexes, however, the gains in 
both payrclls and employment over a year ago are com- 
mencing to narrow. On a yearly comparison basis, busi- 
ness employment in August was only 1.3 million ahead 
of last year, while annual payrolls showed a gain of barely 
two billions. 


The Trend of Maior Industry 


STEEL—Anticipatory orders from various sources have 
made possible a further slight increase in steel operations 
since our last issue, and at present writing plants are oper- 
ating at an average of over 23% of capacity. Automobile 
producers are ordering a little more freely, specifications 
against Government-fostered construction projects are 
straggling in, and demand for tin plate is fairly well sus- 
tained for this time of year. There is a little buying of 
steel on the part of jobbers and consumers in the belief 
that inflation is not yet dead, but only sleeping. Unless 
the threat of inflation, however, becomes more tangible and 
imminent, there is not likely to be any substantial rise in 
mill activity until next year; so that the outlook for fourth 
quarter profits remains none too rosy. 


METALS—Slack demand from the heavy industries and 
a sharp drop in sterling exchange during the past few weeks 
have conspired to depress prices for such of the non-ferrous 
metals as still boast of a free market. Silver, under resumed 
‘Government purchases, has advanced above 50 cents to 
a new high on its recovery. Financial circles in China have 
become almost panic-stricken over the damage to internal 
business in the far East which is likely to result from 
further appreciation in their currency, and have entered a 
protest with our Government. Rumor has it that China 
threatens to abandon silver in favor of gold; but it is not 
explained how she would overcome the almost insuperable 
difhculty of substituting 


only one before. In consequence, the gasoline market has 
approached near to demoralization, and it is now only a 
question of when crude prices will have to be cut. During 
the past fortnight crude output has averaged about 83,000 
barrels daily above the Federal allowable of 2,342,000 bar- 
rels, and efforts to control the flood are still defied through 
court aid and connivance of local politicians. For the time 
being at least, the prospects for bringing order out of 
anarchy are not exactly bright. 


RAILROADS—Striking evidence of the rise in railroad 
operating expenses is to be found in the combined reports 
of 69 roads which disclose a drop of 34.7% in net railway 
operating income from the preceding August; although 
gross income was off only 1.8%. For the first eight months, 
gross increased 8.8%, and net gained 9.4%. While the 
increase in freight rates which is now being argued before 
the I. C. C. may relieve the situation temporarily, it is 
believed that something must and will be done to curb truck 
competition. The alternatives seem to be Government 
operation, or else a substantial rise in tonnage through 1 
return of general prosperity. 


UTILITIES—The Administration has indicated its will- 
ingness to help finance municipally-operated public utility 
plants only in situations where this seems called for as a 
means of forcing rates down to a “reasonable” level (what- 
ever that may mean). In several instances recently, how- 
ever, the courts have raised legal obstacles against projected 
Government competition of such character. 


TOBACCO-— Cigarette withdrawals in August were 
about 6% heavier than in August, 1933; but apparent 
consumption of small cigars fell 25%, while manufactured 
tobaccos were off 4% to 5%. 


Conclusion 


The past fortnight has witnessed some further recession 
in business activity and in prices for Government securities 
and staple commodities. Taken in conjunction with the 
sharp decline in sterling exchange rates and the consequent 
strain imposed upon gold bloc currencies, it must be con- 

ceded that such a con- 





gold for silver in her 


tinuation of deflation- 
ary trends at a season 





circulating currency. 
Blue Eagle copper re- 
mains pegged at the 
nominal price of 9 
.cents in face of the pre- 
vailing export price of 
6.85 cents; but consum- 
ers are securing the red 
metal here for around 
6.25 cents plus a 
month’s carrying 
charges by purchasing 
the nearest contract in 





INDEX SCALE 


of the year when recov- 
ery would be in order 
is not altogether re-as- 
suring. It suggests that 
the goal of currency 
stabilization is far from 
attainable, and that this 
country may be driven 
into further devaluation 
if not actual printing of 
fiat money. If private 
business cannot, or will 
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the futures market. 








not, stand on its own 
feet, then the Govern- 
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hopeful side there are 
indications that Presi- 
dent Roosevelt realizes 
the dangers of our po- 
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of Wall Street’s Indicators 


Common Stock Price Index 





1933 Ind 2xes 1834 Indexes 














Number —_—_—___—— — 
“Riz th Low Close of Issues COMBINED AVERAGE High Low ‘Sept. 22 Sept. 29 Oct. 6 
71.3 22.7 52.9 312 (1925 Close—100) 71.2 45.0 48.5 49.5 48.7 
116.0 26.8 68.6 5 Agricultural | Implements 105.7 44.2 50.5 53.8 55.1 
37.8 7.3 27.1 5 Amusements.............. 42.3 20.2 24.7 26.0 25.3 
50.9 12.4 41.3 14 Automobile Accessories. 58.9 35.2 39.4 39.9 40.5 
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191.1 92.9 189.1 2 Cans. ST ee ER RAL 204.3 178.9 197.1 200.3 203.9 
238.2 71.5 193.6 8 Chemicals. ean eiee 210.5 134.3 143.3 146.2 147.6 
34.8 11.3 28.0 16 Construction.. : .... 87.2 22.1 24.6 24.9 24.8 
81.0 20.3 54.9 6  Copper.. sity axe ..... 70.1 41.8 45.5 44.8 41.8x 
| 47.7 23.0 25.7 2 = Dairy Products. wwe SO SR Cet as Bs 
| 27.3 6.6 19.6 8 Department Stores........ 26.8 16.4 18.4 19.4 19.7 
89.0 45.3 57.0 9 Drugs & Toilet Articles..... 84.2 56.0 60.3 62.4 61.5 
104.0 35.6 75.4 4 Electric Apparatus......... 91.3 659.1 61.7 63.5 63.2 
104.6 33.2 103.8 2 Finance Companies........ 178.3 103.8 154.6 155.3 157.2 
75.2 32.6 52.0 B DOO Wrens oes vcs ces ; .0 51.1 58.2 59.1 56.5 
77.5 40.5 58.6 4 Food Stores.... wines) See Sy ee Gs Ss 
| 1865.0 481.2 1180.8 BS Goll Ween... sce oc ess 1372.0 1115.0 1274.0 1263.5 1273.5 
| 30.3 10.5 26.0 6 Household Equipment..... S52 S06: SF:7 6:1 26:8 
38.0 14.5 23.1 6 Investment Trusts......... 31.8 19.3 20.6 20.9 20.9 
| 360.0 85.0 244.6 2 Liquor (1932 Cl.—100)..... 295.5 164.0 186.5 190.9 198.6 
47.4 13.5 39.4 2 Mail Order..... -.eeeee 58.4 834.2 40.3 42.2 43.0 
120.3 21.9 67.2 3 Meat Packing. . 88.6 61.9 67.7 66.5 63.9 
136.4 30.1 132.6 11 Metal Mining & ‘Smelting. . 160.1 118.3 128 0 125.2 1294.0 
83.4 29.3 66.0 25 Petroleum. 86.8 52.8 56.7 56.1 53.0 
| 30.2 6.7 15.3 3 Phonos. & Radio (1927-100) 25.0 15.2 17.4 18.5 18.1 
104.0 40.8 49.0 20 Public Utilities...... 72.8 387.8 41.9 48.3 42.3 
| 69.4 17.7 53.4 8 Railroad oe ....-- 66.2 84.3 38.1 39.5 38.4 
63.0 16.3 34.5 30 =Railroads..... ... 52.0 25.2 27.6 28.4 27.8 
44.3 62 30.0 3 Shipbuilding 60.2 28.9 31.6 33.5 33.1 
148.6 57.8 126.7 2 = Soft Drinks { (1926 Cl.-100).. 150.3 114.0 123.0 123.0 124.7 
| 69.1 19.1 51.8 11 Steel & Iron..... 77.0 42.0 44.7 45.9 46.7 
29.5 7.3 21.3 5 Sugar. apse . 81.3 20.5 26.5 26.2 26.3 
| 216.5 79.3 200.8 2 Sulphur...... ....- 214.0 141.7 148.6 148.7 151.7 
| 82.3 28.1 61.4 3 Telephone & Telegraph .. 70.3 44.0 46.9 48.0 46.7 
| 82.2 22.5 49.1 8 Textiles.... ; ... 65.8 87.5 40.0 48.0 43.3 
| 5.3 3:0 23.8 5 Tires & Rubber. ag 14.6 7.6 8.3 8.4 8.2 
90.2 46.2 69.4 Se ee ee . 79.4 66.5 76.5 78.5 78.5 
67.2 22.3 67.2 3 Traction... bie Mi enew nc le. 71.4 69.7 70.4 
| 52.9 23.3 43.6 3 Variety Stores aie sulsens .. 161.5 43.6 143.0 147.2 161.5H 
H—New HIGH record since 1931. x—New LOW this year. 
00 a cam em a en me ee oe ee Oe Oe ee ee eee a eRe De Te, 10¢ 
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Answers to Inquiries 








a = 


The Personal Service Department of THE MaGAzINE OF WALL STREET will answer by mail 
or telegram, a reasonable number of inquiries on any listed securities in which you may be 


interested or on the standing and reliability of your broker. 


This service in conjunction with 


your subscription should represent thousands of dollars in value to you. It is subject only to the 


following conditions: 


1. Give all necessary facts, but be brief. 


2 to 


" 


Confine your request to three listed securities. 
No inquiry will be answered which does not enclose stamped, self-addressed envelope. 
If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 


time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 





UNITED BISCUIT CO. OF 
AMERICA 


With earnings seemingly holding up and 
much better than many companies in their 
line why doesn’t the stock of United Bis- 
cuit Co. do better? Is the outlook so im- 
paired by the high cost of labor and raw 
materials that they may not be able to 
keep up carnings? I would appreciate 
your opinion as to their prospects and 
whether I should continue holding. Isn't it 
pessible for them to raise their prices to 
offset increased costs?—B. E. P., St. Louis, 
Mo. 


Although ranking as No. 3 in its 
field, United Biscuit Co. of America 
achieved the distinction of giving a bet- 
ter account of itself than its two leading 
competitors during the first six months 
of the current year, it having registered 
a gain in profits for the period, whereas 
the latter enterprises were confronted 
with a contraction of profits. For the 
six months ended June 30, last, United 
Biscuit reported profits of $491,277, 
equal to 98 cents a share on the com- 
mon stock. This compared with net of 
$417,247 or 82 cents a share for the 
corresponding interval of 1933. Thus 
it is apparent that it has met with a 
fair degree of success in adjusting its 
operations to increased labor and raw 
material costs, as well as successfully 
meeting increasingly keen competition 
i: the future. In the past, earnings have 
corresponded fairly closely with general 
business conditions; profits declined 
from $4.39 a share in 1929 to $1.79 a 
share in 1932 and recovered to $2.03 
last year. As improved business condi- 
tions evidence themselves during the 
remaining weeks of the current year 


demand for the company’s more profit- 
able products should be stimulated with 
a consequent moderate improvement in 
earnings. It is therefore believed that 
results for the final half of the year will 
equal, if not better, those of the final 
six months of 1933, thereby enabling 
the company to report full 1934 earn- 
ings slightly above those of last year. 
Thus, the current dividend of $1.60 a 
share is assured. Moreover, the cur- 
rent fiscal position of the company is 
satisfactory, which factor suggests the 
possibility of more liberal dividend pol- 
icies in the not too distant future, 
should business conditions warrant. At 
prevailing quotations the common stock 
yields a return of approximately 7%, 
and as such merits favorable consider- 
ation for inclusion in a portfolio for 
income purposes. 


NEW JERSEY ZINC CoO. 


I have a fairly satisfactory profit on 100 
shares of New Jersey Zinc which I pur- 
chased some time ago. I have been con- 
sidering selling; but am wondering whether 
this company ts not likely to benefit if the 
Government housing repair plan takes hold 
and creates a big increase in the demand 
for paint. In this case would you advise 
me to hold for higher prices?—A. J. G., 
Brooklyn, N. Y. 


New Jersey Zinc Co. reported for 
the three months ended June 30, last, 
net income of $994,304, equal to 51 
cents a share on its capital stock. This 
compared with net of $1,092,207 or 55 
cents a share in the preceding quarter, 
and $933,002 or 48 cents a share in the 


June quarter of 1933. Results for the 
first six months of the current year 
were equally gratifying, in that profits 
of $2,086,511 or $1.06 a share were 
more than 50% above those of $1,370,- 
380 or 70 cents a share recorded in the 
first half of last year. Moreover, re- 
sults for the final half of the current 
year should reflect the advance in prices 
for zinc oxide, the most important item 
in the company’s line of products. 
Since the Federal Government’s rehabil- 
itation program has been slow in get- 
ting started, it is not expected that 
benefits accruing to the company by 
virtue thereof will figure importantly 
in current year earnings. Nevertheless, 
the success of that venture should be re- 
flected in next year’s business, although 
the extent of the benefit is a matter of 
conjecture at this time. Nevertheless, 
as a dominating influence in the produc- 
tion of zinc products throughout the 
world, earnings of New Jersey Zinc Co. 
should better with general business im- 
provement, a factor that doubtless will 
be reflected in the future price trend of 
its shares. Consequently, we see little 
to be gained by liquidating your hold- 
ings at current prices, end endorse main- 
tenance of your present position with 
a view toward higher prices. 


GREAT NORTHERN 
RAILWAY CO. 

Why is Great Northern preferred selling 
so close to its low for the year? I have 
carried this stock for some time and am 

(Please turn to page 675) 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 
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WITHOUT OBLIGATION 
EVERY READER OF THE MAGAZINE 
OF WALL STREET IS INVITED TO 
TAKE ADVANTAGE OF THIS OFFER 


q Send us a list of your security holdings, together 
with a brief outline of your market objectives, 


status of your account and capital available. 


q After careful consideration, we shall send you 
our review of your portfolio—advising you defi- 
nitely which issues should be closed out and 
which should be retained. This preliminary survey 
may be the means of strengthening your account 


materially. 


q Further, we shall include our current weekly bulle- 
tin giving our latest recommendations and sug- 
gest a market program under the direction of 
The Forecast, to be in keeping with your personal 
aims and working funds. There is no obligation 


whatsoever. 


THE INVESTMENT AND BUSINESS FORECAST 


OF THE MAGAZINE OF WALL STREET 


90 Broad Street a Cable Address: Tickerpub a& ~ New York, N. Y. 





SUCCESSFULLY GUIDING INVESTORS AND TRADERS FOR OVER FIFTEEN YEARS 
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will 


not be closed 


(Signed) KARL E. HUMPHREY, 


reasurer. 


WHY NOT 


GENERAL 
MILLS, 1v<. 


Common Stock Dividend 


October 4, 1934 


Directors of General Mills, Inc., announced 
today declaration of the regular quarterly di- 
vidend of seventy-five cents per share upon 
the common stock of the company, payable 
November 1, 1934, to all common stockholders 
of record at the close of business October 15, 
1934. Checks will be mailed. Transfer books 

















BENEFICIAL INDUSTRIAL 
LOAN CORPORATION 


Dividend Notice 


EGULAR quarterly 

dividends have been de- 

clared by the board of direc 
tors, as follows: 


Preferred Stock Series A 8744¢ 
per share 

Common Stock 37c per share 

Both dividends are payable 

October 30, 1934 to stock- 

holders of record at close of 

business October 15. 1934. 


E. A. Baitey 
Treasurer 



































COLUMBIA 
wah GAS & ELECTRIC 


CORPORATION 
October 4, 1934 
TH Board of Directors has declared this 
day the following quarterly dividends: 
Cumulative 6% Preferred Stock, Series A 
No. 32, $1.50 per share 
Cumulative Preferred Stock, 5% Series 
No. 22, $1.25 per share 
Convertible 5% Cumulative 
Preference Stock 
No. 11, $1.25 per share 
payable on November 15, 1934, to holders of 
record at close of business October 20, 1934. 
Epwarp REYNOLDS, Jr., 
Executive Vice-President & Secretary 
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1932 1933 1934 i eos Div’d 
“ — ince ale $ Per 
A High Low High Low High Low 17/1/33 — /34 Share 
et: Sey ere 94 17% 80% 3454 7334 4514 4414 2 
Atlantic Coast Line......... 44 934 59 16% 5414 2416 2414 293; 6 
B 
Baltimore & Ohio. 21% $34 387% 84 3414 184% 134% 1544 oa 
Bangor & Aroostook . 3534 9% 41% 20 46\% 3514 2914 41 213 
Brooklyn-Manhattan Transit 5044 11% 414 21% 44% 2814 2534 3915 +75 
Cc 
Canadian Pacific. . vee st 14 207% 1% 18% 11% 11% 133, ve 
Chesapeake IOI Ss 56. 8114 95, 491, 245, 485, 39% 37%, 428; 2.80 
C. M. & St. Paul & Pacific.. 41 % «1184 1 814 214 ais 3 
Chicago & Northwestern. 44 2 16 14% 15 414 44 6 
Chicago, Rock Is. & Pacific.. 1634 1% 10% 2 6% 2 2 2144 
D 
Delaware & Hudson.... 9214 32 9334 375% 1314 35 35 37% 
Delaware, Lack. & Western. 45% 814 46 174 3334 14 14 17 
E 
ny A ee Ses 1134 2 2534 334 247% 9% 98% 113; 
G 
Great Northern Pfd........ 25 64 3334 454 3214 124% 124 14% 
I 
Illinois Central............ 247% 434 5034 814 387% 135% 1354 1614 
Interborough Rapid Trans... 145< 2% 1334 4% 157 5% 5% 143, 
K 
Kansas City Southern...... 1514 214 247% 616 1934 6% 65% 814 
L 
Lehigh Valley eee | 5 2734 856 214 9% 9% 1054 
Louisville & Nashville. Secs 3814 1% 6716 21% 624 3734 34) 42! 13 
M 
Mo., Kansas & Texas...... 13 14% 17% 534 147; 4% 4% 6} 
Missouri Pacific . Pe | 1% 104% 1% 6 2 2 214 
N 
New — Central. ..-. 865% 834 5814 14 454 18% 18% 215% 
N. Y., N. H. & Hartford... . 315% 6 347% 11% 24% 9 9 10 
A es Pacific .. ae 5% 347% 95¢ 3614 1414 1414 1854 
P 
Pennsylvania .... 23 34 6% 4214 13%, 39} 201% 20% 23 1 
R 
I obi oa cies csacowes 5214 914 6216 23}4 56 %< 351% 35% 39 2 
Ss 
St. Louis-San Fran......... 54 5% 9 y 456 1% 1% 134 
Southern Pacific. .......... 875% 6% 3834 11% 3334 14% 14% 17% 
Southern Railway.......... 18% 214 36 4\% 3614 11% 11% 16 
U 
Union Pacific.............. 94% 2754 132 6114 133% 90 90 99 6 
WwW 
Western Maryland......... 115¢ 1% 16 4 174 \% 6% 834 
. 
Industrials and Miscellaneous 
1932 1933 1934 Low Last Div’d 
me -—- —— Since Sale $ Per 
A High Low High Low High Low 17/1/33 10/3/34 Share 
Adams Express............ 9% 1% 134% 3 11% 6 6 7 > 
Air Reduction, Inc......... 6314 30% 112 4746 106% 9134 80% 101% *4ls 
Alaska Juneau............. 165% 134 33 11% 23% 165% 16% 195, *1.20 
Alleghany Corp ae % | BK % 84 gg 84 5a 
Allied Chemical & Dye. Sita 8814 421, 152 7034 15% 115% 107% 12534 6 
Allis Chalmers Mfg........ 15% a 2634 6 23%, 10% 103% 12% ce 
Amer. Brake Shoe & Fdy... 17% 6% 4215 9% 38° 19% 19% 201% .80 
American Can............. 13% 295¢ 10014 4914 10734 9014 80 98%, 4 
Amer. Cara Pay.......... 3% 3934 6% 33% 12° 12 155% nat 
Amer. Com’! Alcohol....... 27 11 89% 13 6214 2034 2034 27 
American & Foreign Power.. 15 2 1954 3% 1434 414 4% 6% 
Amer. Mach. & Fdy 214 1% 2236 834 1934 123% 12 153% .80 
Amer. Power & Li at. 17% 3 19% 4 124% 334 334 45% en 
Amer. Radiator & S. S.. 124% 3% 19 454 17% 10 10 12% 
Amer. Rolling Mill... ... 814 3 31% 534 2844 131% 12% 1654 ei 
Amer. Smelting & Refining 2714 5% 5314 1034 6144 304% 2814 341% ce 
Amer. Steel Foundries TES 5% 3 27 454 2614 10% 10% 12% 
Amer. Sugar Refin: ~- Spas 3914 13 74 21% 72° 46 4516 63 2 
Amer. Tel. & Tel.. ree | lk 4 704% 13434 86!, 12514 10534 10554 109°4 9 
_— ey Gom....... pty on +44) oe ths -" 63 "4 75 5 
“SS —( eae 34 4 34 y 64% 717 5 
Amer. Water Works & Elec. 341% 11 4314 10% 275, 144 1414 164% 1 
Amer. Woolen.. 10 1% 17 3% 17% 7 7 9 - 
do Pfd.. 39%, 1515 6714 225, 833, 36 36 3914 {24 
Anaconda Copper Mining. . 193% 3 227% 5 1734 10 10 10% = 
Atlantic Refining. . save RS 854 3214 12% 3544 214% 21% 2334 
Auburn Auto.............. se 2854 414 31 573% 1612 16% 2444 
Aviation Corp. Del......... 8% 1% 16% 6% 10°4 334 334 3% 
B 
Baldwin Loco. Works....... 12 2 175% 34 16 6% 6% HE -) 
Barnodall Corp. .....00005. 7 336 11 3 10 6 
Beatrice Creamery .. 4316 101; 27 7 1934 104% 836 1812 








When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 





, we ee eee 


feed eed feed feed feed 


bed bed bed bed 


a MM a a i i i i i i teed bend bed bed 


er 


bed bard eed bed 


fd Ged ted feed Ot bt bee eee 





Lv 


































































































PriceR f Active Stocks | 
rice Nangeo CUlve STOCKS | 
| ui 
° e f e | * 
Industrials and Miscellaneous (Continued ) | Electric Bond and 
1932 1933 1934 ow Last Div'd Sh Cc 
——_- —-——. _ er 
High Low High Low High Low ory /33 10/8/34 Share are ompany 
Bendix Aviation........... 18%, 46 214% 6% 23% 934 934 12 35 
UE MOINS sin igvenssc-oc.so'ss 6 247% 534 33% 9 3414 26 21 3214 1% 
Bethlehem Steel Corp...... 2954 1% 4914 10% 4916 2514 23 2634 ee 
Bohn Aluminum........... 2214 4% 5814 2” 6834 4414 3334 5214 3 
Borden Company.......... 3 4 20 87% 284% 19% 18 245, 1.60 
TOE WOT 55 52 e ccccscces 144 33% 2214 31 2854 16% 11% 21% 1 
a Ss 
urroughs in; a 4% 4 8 % g 2 a 4 . 
Byers & Co. (A. M.)....... 245, OT 4344 814 $25, 183, 18% 16 a: Two Rector Street 
‘ New York 
Canada Dry Ginger Ale..... 15 6 4144 1% 2914 12144 124% 14% 1 
SS A See -- 6534 1634 103% 30% 8634 35 35 
Caterpillar Tractor . 43% 2934 5% 3336 23 15 4 1 
Celanese Corp............. 1254 1% 58% 4% 44% 17% 17% 2324 
Cerro de Pasco Copper..... 154 3% 4434 5% 4316 304 2334 3654 t 
Chespeake Corp........... 2034 4% 52 14% 487% 34 2914 34 24 
CRIIRIET COED. 5-5 c0.as:0.0 000 2134 5 5754 7 6034 2914 2614 32% 1 = 
ate ere eent.. ase an 194 thi 953 Wie Ph a ia .. = i 
Columbian Carbon......... y 4, B A, . i _— 
Colum. Gas & Elec... A ‘ 44 $8558 19% 6% Se i STOCKS BONDS 
ommercial Credit......... A 4 8 8 4, 8 1 hi 
Comm. Inv. Trust.. --. 89% 10% 4314 18 61 3534 3734 46 2 i co M M Oo D l Ti ES 
Commercial Solvents 334 314 5734 9 3634 1534 1534 1914 .60 i Folder explaining margin require- 
Commonwealth & Southern. 5\, 154 14% 334 14% 14% 1% = i} ments, commission charges and 
Congoleum-Nairn.. 124 64, 27% 7% 8144 22 1644 1.60 trading units furnished on request. 
Consolidated Gas of N. Y.. 6834 3144 641% 34 473% 25 25 277% 2 ! 
Consol. Oil.. Rack 1554 5 144%06¢«¢«sTM_“‘“Ct«sSTYK 42 | Cash or Margin Accounts 
cami Baki CL. A. meena 6 3 ai Fass! a3 18/6 ons Piss ses < i Inquiries Invited 
ontinen i ee % 8 4 4, 2 8 ae i 
Continental Insurance ...... 254, 6% 861, 1015 3614 23% 20 234 1.20 'SDpR Bs, cs & CoO 
Continental Oil............ 93% 35% 195, 4% 2234 1534 12% 174% «=+{.50 Be e 
Corn Products Refining..... 55% 2454 9054 45% 8416 5536 5536 6336 3 | BROKERAGE SERVICE SINCE 1898" 
Crown Cork & Seal........ 237% 1% 65 144% 3614 1834 1834 214 1 i New York Stock Exchange 
Cudahy Packing........ -. 85% 20 5914 20°4 525 87 a 4714 24 ! New York Cotton Exchange 
Curtis Wright, Common,.... 314 % 4% 1% 5% 24% g : il] Afembers Chicago Board of Trade 
D and other leading exchanges. 
Diamond Match........... 19% 12 2914 17% 2814 21 21 2214 1 I 60 Beaver St... New York 
| Sarre 12% 1% 394 12 46% 32 25 4154 *314 IN 
Dominion Stores........... 18!4 114 2634 10% aS 1414 141% 154% 1 | 
Douglas a Peatats aisiwie ok z: 5 = Ff ty see ee an = 4] “as 
Du Pont de Nemours....... r 3 } y 3 
sit ; e : : MARKET TERMS 
E bs ; , - and trading methods clearly explained 
Eastman Kodak Co........ 877 3514 8934 46 10154 79 6514 9934 4 in a helpful booklet sent free on request. 
mg any 79 peesse xs _* Hy, pe g _* be 8  v 3 43% .- Ask for booklet MG 6 
Elec. Power eer “ 78 8 7B 2 2 8 ee S. i 
Sates paaeen Cacp re 3714 16 627, 26’ 63 45° “5 495; 3 ame care given to large or small orders. 
F (HISHOLM & (HAPM 
Firestone Tire & Rubber.... 187, 1014 3114 9% 2514 13% 1344 14 40 AN 
First National Stores....... 641, 35 7034 43 6914 6414 4714 6314 2% Established 1907 
>, a> | Seer 6% 1 19 12 17) 84 234 115 ~ Members New York Stock Exchange 
Freeport Texas Co......... 2855 10 4936 161% 5036 2112 2114 241% 2 52 Broadway New York 
G 
General Amer. Transpt..... 35%; 916 4314 1334 4554 30 2534 3314 1 
General Asphalt........... 15, 434 aT = 45g 88ig 18 12 4% Ot Odd Lots—100 Share Lots 
General Baking............ 199% 1019 207% 104 14% 1% 1% 814s t.60 Booklet M.W. 801 ‘ 
General Electric........... 26}, 814 304 10} 254% 16% 16% «18 60 aor bia jaan en apace 
General Foods............. 40! 1954 3974 21 367% 28 8 30 1.80 ° 
General Mills............. 481, 28 Bh 3514 6414 62 51 5514 3 
General Motors Corp...... - +2456 1% 3534 10 é 2454 221 2814 *114 A 
General Railway Signal..... 285 6% 495 1344 45394 2344 2844 2446 1 Established 1898 
General Refractories. ...... 1534 154 1954 24% 194% 10 84 1234 aetna d 
Gillette Safety Razor....... 2414 1034 2014 1% 1344 814 154 11% 1 Members New York Stock Exchange 
ASUROET TO, 0. osc scetc ences 1036 3! 8 20 334 28 % 155 12 23 "1.15 39 Broadway New York 
Gold Dust Corp.. icceos SOG 814 2736 12 2 1634 16 174% =1.20 
Goodrich Co. (B. F.)....... 123, 214 214 18 8 8 954 
Goodyear Tire ; Rubber. - +5 | pits 94 Si as 384 (a we = EEE 
Great Western Sugar....... 4 4B 14 
ol Dividends & Interest 
Hershey Chocolate .. 83 4314 12 354 68 4816 44 63 3 - sea cemmsnenscean 
Houston Oil of Tex. ew)... 534 154 73% 1% 556 216 246 3 
Hudson Motor Car. : =) 3% as] ‘. af) 9 ¢; 816 Pam caiiaeas ares “Cicero 
Hupp Motor Car. 3 % 4 % 4 K% 4% | RB R I ~e 4 | 
: ‘ ‘ , i = G G = 
Ingersoll-Rand. .........++ 4475 1434 78 ’ 19% 1334 50 45 2 I | 
Inter. Business Machines... 117 5214 15314 1534 149144 131 12534 13914 6 I MANUFACTURING | 
Inter. Harvester 103 8 46 1354 4674 2314 23 2934 .60 | ae ea | 
pO ae ere 4 333 eis aot ty! 4 gl 247% 1.35 - COMPANY . } 
t 1 Shoe sl ’ 4 8 8 1 2 — 
Inter, Tel, & Tel. fae TKS | Dividend on Common Stock | 
J A ee of twenty-five | 
: 34 04 YY % \“% cents ($.25) per share, and an extra | 
Johns-Manville............ 3333 10 6314 124 6634 39 3614 4514 ! dividendal taenteincaita Gen | 
K F | per share, on the compan:'s out- | 
RpiGAUeis osc scccncess < 103< 234 1554 34% 214 1154 7 1234 ; Standing capital stock, have been | 
Kennecott Copper.......... 1914 47% 26 Ts, 2314 16 1554 18 7.30 \ declared, payable October 30, 1934, | 
Kresge (S. S.)........-00:: 19 654 167% Slo 2234 1334 1034 174% 80 ; to stockholdersofrecordattheclose | 
Kroger Grocery & Baking... 187, 10 3554 1414 3354 23}4 19 2734 «1.60 ; of business October 16, 1934. I 
| 
L I Ee epee. i 
Lambert Co... ..< oc cccceces 56°, 414 1934 313% 2214 1934 2414 3 
iene Coup ‘1) B17 «= 801g, 793g Stig 78 HGRA: BG 8.40 
Libbey- Owens-Ford.. 935 3% 87% 434 4876 2574 21 2735 1.20 ALLIED CHEMICAL & DYE CORPORATION 
Liggett & Myers Tob. B. 67}4 34% 99936 4914 8999 7445 «71309838 *5 61 Broadway, New York 
Liquid Carbonic.........-- 22 9 50 104% 3534 16% 16% 20 14% 25. 1934 
a) eee 8734 1814 8614 44 835i, 203g 1914 27% 1 September 25, 1934. 
Loose Wiles Biscuit .. ere 36%¢ 1614 4434 194% 8 3614 3 3814 2 Allied Chemical & Dye Corporation has declared 
oo ae ere eer 183, 9 2514 10%, 1914 1534 1434 17% 1.20 quarterly dividend No. 55 of One Dollar and Fifty 
a Cents ($1.50) per share on the Common Stock of 
M ' - the Company, payable November 1, 1934, to com- 
Mack Truck, Inc........-. 283, 10 4634 1314 4134 22 22 25 1 mon stockholders of record at the close of busi- 
BAACY. (oie) ne woes e ees 60!. 17 65°45 2414 62'¢ 3514 3514 40 2 ness October 11, 1934. 
Marine Midland.. ‘ss, re 65 11\, 5 9 515 534 .40 W. C. KING, Secretary. 
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“IT’S TOASTED” 





Luckies are 


ALL-WAYS kind 





to your throat 








Seba the 


Tobacco Cx Co. 























Opera. 


map Te 
DU RHIN 


6, PLACE VENDOME, 6 
PARIS 


Situated in the Historic 
Place Vendéme with the 
finest shopping district in 
the world at its doors, handy 
to the best theatres and 
principal banks, close to the 
Tuileries Gardens and the 
A hotel distin- 
guished by that gracious 
charm and comfort found in 
the best homes and ap- 
preciated by a discerning 


clientele. 

Prices Adapted to Present Conditions 
Single room and bath........ 50 frs. 
Double room and bath....... 75 frs. 
MMR Sooo teu eres ce 100 frs. 


—No Taxes — 
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OVER-THE- 
COUNTER MARKET 


If you are interested in the 
purchase or sale of unlisted 
and inactive securities in the 
over-the-counter market, write 
for a “Directory of Members” 


of the New York Security 
Dealers Association,which will 
give you a complete list of 
member firms specializing in 
unlisted securities. 


Address Secretary, 
New York Security Dealers Ass’n 
19 Rector Street, New York 











New York Stock Exchange 
Price Rangeof Active Stocks 


Industrials and Miscellaneous (Continued ) 














1932 1933 1934 al ion Div’d 
-——- FF - $ Per 
High Low High Low High Low " /l 1/38 1073 /8 Ve Share 
Mathieson Alkali.......... 2074 9 4654 14 4034 2314 2314 2614 14% 
May Dept. Stores.......... 20 9% 33 934 443% 30 23 38 ei 
McIntyre, Porc M......... 2154 13 4834 18 5014 3814 2854 45% 2 
McKeesport Tin Plate...... 6214 28 9534 441% 9414 79 6744 874 4 
Mont. Ward & Co......... 1614 314 28% 854 3554 20 154% 2614 ats 
N 
Nash Motor Co............ 1934 8 27 11% 3214 125¢ 1554 1314 1 
National Biscuit........... 467% 2014 6054 31% 4914 25% 2734 27% 2 
Nat’l Cash Register A...... 1834 6 % 2354 5% 2354 12 12 1344 . 50 
National Dairy Prod....... 313% 1434 2534 1014 1834 13 114% 16% 1.20 
National Distillers......... 274 13 354% 20% $154 16 16 19% 7 
National Power & Light. . 203% 654 2014 6% 15% 6% 6% 8 .80 
National Steel............. 33% 1314 55% 5 5814 3414 33 3514 1 
North Amer. Aviation...... 654 14% 9 4 834 254 254 +: 37% i 
North American Co........ 4314 1334 3614 1214 2514 11% 1134 12 60 
Oo 
OS Bae ee eres 11 5 17% 434 15% 84 844 9% 1.30 
OS BACVROF... 0.vcccccesee 2214 9 2514 10% 1934 13 26 11% a 60 
ee 914 1% 914 % 34 3 4% 
P 
Pacific Gas & Electric...... 37 16% 31% 15 2314 13% 13% 13% 14% 
Pacific L Ligt BNE ecco ... 471% 2034 43 3% 22 2034 2034 2314 
Packard Motor Car sa. 14 6% 134 65% 234 234 354 
Paramount Publix......... 11% 1% 24 yy 5% 13% 1% 4% = 
Penney (J. C.).. .--- 344 13 56 19% 67% 61% 3512 61 *2.20 
Peoples as—-Chicago. bane 121 39 78 25 437% 22 22 2534 Ss 
Phelps Dodge Corp........ 1154 3% 187% 44 187% 1314 1134 14%. 50 
Phillips Petroleum......... 8% 2 1834 434 2034 04 11 1434 1 
Procter & Gamble......... 4234 19% 4714 1954 4144 3314 331% 87% 1% 
Public Service of N. J...... 60 28 57% 3254 45 2914 296 31% 2.80 
—, are 28 1014 5814 18 5936 3534 353% 37 3 
lo Sarre 6% 2% 153% 2% 14% 7 7 7 HF 
Purity Bakeries. . soos BOs 4% 2534 6% 1934 9% 9% 9% 
R 
Radio Corp. of America..... 13% 214 1214 3 9% 46 4% 6% 
Radio-Keith-Orpheum...... 734 1% 4% 1 44% 1% 1% 23% 
Remin, —_ cS ean anes 1% 1 114% 2% 1334 6 5% 13% 
Republic Steel............. 13% 1% 4 2534 0% 9 1234 
Reynolds (R. J.) Tob. C1lLB. 4034 2614 5444 2614 4834 3934 3934 3 
eS ea ae 2334 1214 3934 1754 39% 32% 29% 3354 1.35 
Ss 
Safeway Stores............ 6914 30 7s 4 % 57 4254 3534 4254 3 
Sears, a & oa beeesy 3734 1214 61144 31 3814 
Seaboard Oil—Del. -. 20% 654 433, 5 3834 214 19 2214 *90 
Servel, ELGG se Schs4Gas 53% 1% 1% 14% 9 4% 3% 514 < 
Shattuck ae 1234 5 1314 534 13% 634 6 1% 24 
Shell Union Oil........ :.) 2% 1154 4 11% 6% 6% 6% as 
immons Co........ . 4 234 4% 241% 8% 84 94 ve 
Socony-Vacuum Corp 5 4 6 19% 12% 9 144% -60 
dison... > 1534 14} 22% 10% 10% 114% 14% 
Standard Brands 3 37 5% 1334 2514 174% 114% 19% 1 
Standard Gas & Elec. Co... 34% 7 &% 2214 6% 17 6% 6 7% ae 
Standard Oil of i eres 31% 15% 45 19% 42% 2754 3054 27% 1 
Standard Oil of N.J........ 387% 19% 4714 2234 501% 4054 33% 423% 1 
Sterling Products.......... ee eee 63 4534 6614 4714 4534 583, 3.80 
Stewart-Warner........... 844 1% 114% 2 105 44 4% 6 y 
Stone & Webster.......... 17% 45% 1944 6% 13% 4) 4% 6 
Studebaker Corp........... 1334 24 8% 14% 9% 24 3% 2% 
x 
ee eee 1814 94% 30% 1034 2934 20 18144 21% 2 
Texas Gulf Sulphur........ 2634 12 451% 15144 4314 30 2234 36% 2 
Tide Water Assoc. Oil...... 554 2 11% 3% 143% 84 134 85% 
Timken Roller Bearing..... 23 734 3514 1334 41 24 21 2914 1 
Transamerica Corp......... 1% 2% 9% 254 8% 5% 434 53g = t. 25 
Tri-Continental Corp....... 54 1% 834 234 634 3% 3% 4 ee 
U 
Pelt Saher .. 2436 7% 3914 94 51% 386 2214 46 2 
Union Carbide & Carbon.. 3634 1544 61% 1934 60% 857% 3416 3 1.40 
Union Oil of Cal........... 15% 8 2336 84 2014 13% 1334 13144 1 
United Aircraft = Trans. 3436 6% 46% 16% 114 8% 8% oe 
United Carbon.. on a 654 38 1014 4614 35 2014 4144 2.40 
So eae 14 3% 14% 4 8% 3% 314 3% — 
United Corp. Pfd 3934 20 407% 22% 87% 2414 22% 27 3 
United Fruit 3236 104% 234 77 59 494 7434 3 
United Gas Imp........... 94 25 13% 201% 1334 1334 145g 1.20 
U. S. Industrial Alcohol..... 36% 1314 94 13% 6434 2 32 35 ae 
vu: S. Pipe PES SS 8% 14% 22% 6% 33 154% 12 18 50 
U | AS eer 1134 2 1414 2% 1234 4 4% 
(BOS OO ee 1014 14% 25 133 24 11 1034 15% ee 
U. S. Smelt., Ref. & Mining. 2234 10 10554 y% 141 9654 5314 114% t9 
rer 5254 21% 6714 33 % 59% 293% 293% 8214 ai 
JB |. 113 61 % 10544 53 9914 674 6714 7314 2 
Util. Power & Lt. A........ 10% 1% 8% 1% 5% 2 2 2 ee 
V 
Vanadium Corp............ 2334 6% 3614 15% 3134 14 14 16 
WwW 
Warner Bros. Pictures...... 4% 4% 9% 84 23% 234 4% 
Western Union Tel......... 4 12% 11% 17 ye 667% 291 2914 3214 _ 
Westinghouse Air Brake.. 18% 94 3554 1134 36 15% 15% 19 .60 
Westinghouse Elec. 1 Mfg.. 4314 1554 5834 193% 414% 27% 27% 31 ss 
Woolworth Co. (F. W.)..... 4554 22 50% 25% 54% 41% 35 48 2.40 
Worthington Pump & Mach. 24 5 39% 8 53 31 134% 31% cas 
Wrigley (W. Jr.)........... 5&7 2514 5714 3414 6614 5456 4734 6614 "316 


t Paid this year. * nc uding extra. 
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Answers to Inquiries 
(Continued from page 670) 
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getting discouraged as I thought in the 
spring its prospects looked so promising. 
Is the present low price the result of wage 
increases and the new pension law or is it 
solely attributable to the drought? Are 
these any real prospects for near-term ad- 
vance? Do vou advise holding?—M. E. 
H., Houston, Texas. 


Traffic on the Great Northern Rail- 
way is fairly well diversified although 
the road is heavily dependent upon agri- 
cultural prosperity for revenues. Its 
ownership in the “Burlington,” an agri- 
cultural road, adds to the dependence 
of the Great Northern on agriculture. 
Thus, the drought is a factor which 
partly accounts for the low level at 
which Great Northern preferred cur- 
rently is quoted. An offsetting factor 
to the effects of the drought, however, 
has been the heavier movement of ore 
and miscellaneous products. As a re- 
sult, the Great Northern has shown 
greater trafic improvement this year 
than most Class 1 railroads. The finan- 
cial position of the road remains strong 
and no floating debt is outstanding. A 
heavy maturity must be met in 1936, 
but a return cf more normal financing 
conditions and improvement in opera- 
tions next year could be expected to 
permit successful refunding of the 
bonds. The new pension bill has placed 
an additional burden on the Great 
Northern, as it has on all carriers, but 
the Retirement Act is being strongly 
contested and it is possible that the 
measure may be set aside. We feel 
that Great Northern preferred has 
longer term speculative possibilities and 
inasmuch as the road is in a position to 
share fully in any business recovery, 
would recommend retention of the issue. 


AMERICAN SUGAR 
REFINING CO. 


There have been so many recent develop- 
ments in the sugar industry that I am some- 
what at sea as to what to do with my hold- 
ings of American Sugar. Will it benefit 
sufficiently from the increase in the Cuban 
price and curtailment of home production 
of sugar beets to warrant increased earn- 
mgs and higher dividends? If this is the 
case I would buy more. But if consumption 
is likely to continue its decline and if all 
the favorable aspects have already been 
discounted then I would prefer to sell. I 
will appreciate your clearing up these points 
and ge advice as to what I should do. 
—E, N. A., Duquesne, Pa. 


Occupying a dominant position in the 
domestic sugar market and holding vast 
Cuban producing properties, the Amer- 
ican Sugar Refining Co. is particularly 
well situated to benefit from the numer- 
ous restrictive measures recently placed 


OCTOBER 13, 1934 


$16,100,000 


BEING TAKEN AWAY FROM INVESTORS 


Reductions in residential electric rates 
since 1928 are taking away from inves- 
tors annually a, yl. ae a lee 
This is a saving of only 2c a day for the 
average residential electric customer. 
Reductions in commercial and industrial 
rates since 1928 are taking away . . 3,800,000 
Increases in taxes at the rate of $9,000 a day 
since 1928 are taking away frominvestors 3,300,000 


The recent change in thecorporation income 
tax law, it is estimated, will this year take 
a ee: 


Total being taken away from investors in 
the Associated System in one year. $16,100,000 


The principal result of these forces is to impair the savings of 
a large number of thrifty small investors. When, however, the 
far-reaching consequences are sufficiently realized by investors, 
and their protests become sufficiently vigorous, they will receive 
the consideration they deserve. 

Look fora dis cussion of these problems in the October issue of the Associated 


Magas ine, which is a special security holders’ number. The magazine is 
sent free to all Associated security holders. Others may obtain it for 106. 





ASSOCIATED GAS & ELECTRIC SYSTEM 


61 BROADWAY, NEW YORK 











upon sugar. The bine on ‘iin im- 
ports to the United States is now the 
lowest in many years and, given but a 
slight further improvement in the price 
structure, American Sugar should real- 
ize substantial profits on its Cuban 
properties which have been a source of 
losses for some years past. Being prin- 
cipally a refiner of imported Cuban 
raws, the company has been hard hit by 
constantly expanding competition from 
“off-shore whites.” Due to a defect in 
the tariff which favored Cuban refiners, 
importations of the refined product from 
that country rose from less than 3,000,- 
000 pounds in 1925 to roughly 1,000,- 
000,000 pounds last year. With the 
enactment into law of the Jones-Costi- 
gan Bill, definite quotas have been es- 
tablished for sugar importations into 
the United States as well as for domes- 
tic production. These quotas have been 
set up with a view to halting further 
expansion of production and improving 
profits for the entire industry. Ad- 
mittedly sugars now in warehouses in 
this country constitute a potential men- 
ace, to sustained prices, but the AA A, 
ii co-operation with refiners, may be 
expected to take steps designed to keep 
this sugar off the market until such 
time as the price structure is established 
on a firmer foundation. Although the 
consumption of sugar fell off somewhat 
in July due, in no small measure, to 





curtailed aii is consumers in 
drought stricken areas, more recent in- 
formation is that the consumption trend 
has again turned upward. Despite the 
handicaps under which American Sugar 
has been operating for the past several 
years, earning power has been remark- 
ably well sustained. Last year’s income 
was equal to $4.03 a share on the com- 
mon stock, after preferred dividend re- 
quirements, against $3.01 a common 
share in 1932, the latter representing 
the lowest carnings since 1929 when 
the equivalent of $8.40 per share was 
shown. With the technical position of 
the industry improved, it is believed that 
American Sugar is now entering a pe- 
riod of earnings expansion. Consider- 
ing the concern’s excellent financial con- 
dition, therefore, a more liberal dividend 
policy would seem entirely warranted 
and retention of holdings is advocated. 


CONSOLIDATED OIL CORP. 


I have 200 shares of Consolidated Oil 
which I purchased last year around $12. 
When a dividend of 28 cents was declared 
I felt very much encouraged but with the 
recent dividend only 14 cents I am wonder- 
ing if conditions in the oil industry are 
still in such a turmoil and possibilities for 
real earnings so distant as to make it ad- 
visable to switch to some other stock at 
about the same price but with greater 
nearby prospects. I do not want to make a 
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mistake, however, and will be guided by 
your advice —A. F. H., Springfield, Mass. 


The Consolidated Oil Corp. has mar- 
keting outlets in the majority of the 
principal consuming areas of the United 
States as well as in certain foreign 
countries. Extensive controlled crude oil 
acreage is located in Oklahoma, Texas, 
Kansas and Wyoming. Products includ- 
ing gasoline, kerosene, oil, grease, and 
petroleum derivatives are sold under 
such well advertised trade names as “Sin- 
clair” gasoline and “Opaline” lubri- 
cating oil. The company operated on 
a profitable basis in the final half of 
1933, but heavy losses suffered in the 
first six months resulted in but a nom- 
inal profit for the full year. The finan- 
cial position was strong at the close of 
1933. When the 28-cent common divi- 
dend was declared early in 1924, the 
management termed the payment a 
“recovery dividend.” The recent 14- 


‘cent dividend was declared with the 


statement that because of unsatisfactory 
marketing conditions and higher costs, 
earnings were not sufficient to cover 
the dividend paid in April. Neverthe- 
less the directors felt justified in pay- 
ing 14 cents a share out of surplus be- 
cause of the cumpany’s strong cash posi- 
tion. Conditions in the oil industry 
remain unsettled owing to failure to 
control production but there are indi- 
cations that the flow of “hot oil” will 
be curbed before long. The current 
quotation for Consolidated Oil appears 
to discount the unfavorable near term 
outlook, and we would favor retention 
as a longer term speculation. 


EASTMAN KODAK CoO. 


A friend of mine strongly urges the pur- 
chase of Eastman Kodak because of the 
tremendous possibilities for growth of its 
film business, but particularly because of 
the potentialities for new products. I find, 
however, that it is selling close to its high 
for the year and I wonder if most of the 
favorable near-by prospects have already 
been discounted. If there is any remote 
hope that it will go up to pre-depression 
levels it would sure be a bargain even at 


today’s prices—R. L. S., Camden, N. J. 


Improving economic conditions, both 
in the United States and abroad, greatly 
stimulated the demand for Eastman 
Kodak products and enabled the com- 
pany to report for 1933 earnings equiv- 
alent to $4.78 a share on its common 
stock, after allowing for preferred divi- 
dend requirements, against $2.53 a 
share in the previous year. The report 
for the 24 weeks ended June 16, 1934, 
revealed a net profit of $6,745,676, 
equivalent to $2.91 a share on the com- 
mon stock. In the corresponding in- 
terval of 1933 earnings were equivalent 
to $1.84 a share. Not only is the com- 
pany the recognized leader in the man- 
ufacture of photographic supplies 


throughout the world, but it is also 
actively engaged in the production of 
numerous chemicals which hold prom- 
ise of becoming increasingly important 
from an earnings standpoint. Operat- 
ing costs of many organizations have 
been materially increased under the 
N RA but this has not been the case 
with Eastman Kodak since the com- 
pany has always been noted for liberal- 
ity in wages. Stockholders have fared 
equally well, an unbroken dividend rec- 
ord having been maintained since 1902. 
In 1922 the common stock was split 
10-for-1 and from that year to, and in- 
ciuding, 1930, earnings fluctuated but 
slightly having averaged around $9 a 
share on the common stock. Curtailed 
purchasing power, coupled with heavy 
charge-offs during the depression years, 
led to lower earnings and dividends, 
but, judging from recent reports, the 
reattainment of former earnings is not 
far distant. Of course, this depends 
upon a further improvement in general 
business conditions both in the United 
States and abroad. Financial condition 
at the last year end was extremely 
strong with total current assets, includ- 
ing $29,615,659 cash and marketable 
securities, amounting to $79,884,343, 
compared with current liabilities of 
only $10,926,861. With indicated 
earnings well in excess of the present 
$4 annual rate on the common stock, 
and with the outlook for further im- 
provement over early ensuing months, 
at least, higher dividends are a distinct 
possibility. While current prices for 
the stock may seem high on the basis 
of present earnings, expansion of its 
regular and newly developed lines 
should eventually justify quotations ap- 
proximating those of pre-depression 
years. All factors considered, there- 
fore, Eastman Kodak common seems to 
amply justify the esteem in which it is 
generally held and should prove a profit 
able addition to your portfolio. 


NEW YORK, NEW HAVEN & 
HARTFORD RAILROAD CoO. 


If I sell my 100 shares of New Haven 
R.R. at today’s prices I would be taking 
considerable loss. But if the chances of 
its appreciating are slim I would prefer to 
switch now rather than risk a greater loss. 
What are its prospects? Will the proposed 
government regulation of busses and trucks 
help? Do you advise that I sell at this 
time ?—E, K. Z., Butte, Mont. 


With its main line extending through 
the thickly fopulated area between 
New York and Boston, the New Haven 
has been particularly vulnerable to com- 
petition from motor trucks and busses. 
Unlike the majority of Class I carriers, 
this road normally derives a substantial 
portion of its revenues from passenger 
trafic. A decline in income from this 
source was noted in 1927 and the per- 


centage of passenger revenues to gruss 
revenues has declined steadily since that 
year. Freight revenues, which amounted 
tc 54.7% of gross in 1929, accounted 
for approximately 58% of gross last 
year. Although the volume of freight 
handled by the road has been necessar- 
ily restricted by general depression in- 
fluences, the fact that coal loadings ac- 
count for about 30% of freight handled 
and that this commodity is not econom- 
ically shipped by truck, has enabled the 
road to make a better showing during 
the depression than would otherwise 
have been possible. Nevertheless, fixed 
charges have not been earned in any 
year since 1931 and there seems to be 
little in the immediate outlook which 
would indicate any change for the bet- 
ter in this respect. On the other hand, 
industrial conditions in New England 
seem to be improving and the settle- 
ment of the textile strike should stim- 
ulate coal and miscellaneous freight 
shipments. Moreover, the New Haven 
will not be seriously affected by the pen- 
sion law, as will many other roads, 
since it already has in operation a lib- 
eral pension system of its own. Al- 
though the financial condition of the 
road continues unsatisfactory, sufficient 
aid will likely be extended by the R FC 
to allow continuance of interest service 
on funded debt, until well into next 
year, at least, when earnings may be 
given a fillip by expanding industrial 
activity in the New England section. 
Considering the traffic density of the 
road, capitalization does not appear ex- 
cessive and the present large floating 
debt could easily be funded upon a re- 
turn of more normal earnings. While 
competition from trucks and busses con- 
tinues as a serious problem, Federal 
regulation of this form of competition 
seems probable. The common stock is 
admittedly speculative, but current quo- 
tations appear to liberally discount ex- 
isting uncertainties and retention of 
your holdings with a view to longer 
term earnings possibilities is advised. 


ATLANTIC REFINING CO. 


I have been disappointed with the action 
of Atlantic Refining stock marketwise and 
I am wondering if it would pay me to 
switch? Does the increased cost of crude 
oil and the fact that this company has to 
buy so much from outside sources without 
a corresponding increase in gasoline prices 
account for the rise in cost of goods sold? 
Is there any nearby hope for improvement? 
Do you look for any changes in the divi- 
dend? Do you advise me to sell 135 shares 
_ cost about 29?—G. M. P., Chicago, 
il. 


The Atlantic Refining Co. is primar- 
ily a refiner and distributor of lubricat- 
ing oils and gasoline. Although the 
company has substantially increased its 
producing acreage during recent years, 
it still purchases the bulk of crude re- 
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quirements from outside interests, and 
operating profits depend largely upon 
the spread between crude oil and gas- 
oline prices. In the report for the six 
months ended June 30, 1934, gross op- 
erating income for the period was 
$47,197,291, against $33,953,325 in 
the corresponding interval of 1933. 
While this showing was encouraging, 
costs of goods sold and operating ex- 
penses were increased substantially and 
this tended te minimize the benefits 
which otherwi would have accrued 
to the company. Nevertheless, net in- 
come during the period amounted to 
$2,990,587, equivalent to $1.12 a share 
on the common stock, against $1,001,- 
659 loss in the first half of last year. 
The price of crude oil purchased, al- 
though somewhat higher than was justi- 
fied by gasoline quotations, remained 
fairly constant during the period and 
this did not necessitate inventory ad- 
justments which have played such an 
important role in past reports. Finan- 
cial condition of the company as at 
June 30, last, was strong, with total 
current assets of $46,332,986, includ- 
ing $10,341,951 cash and marketable 
securities, comparing with current lia- 
bilities of only $7,856,871. Although 
full year 1934 earnings may fall some- 
what below those of last year, when 
$2.46 a share on the common stock was 
reported, the current annual dividend 
of $1 a share is likely to be covered by 
a satisfactory margin. We recognize 
that the failure thus far of governmental 
efforts to check illegal production of 
crude, constitutes a menace to the price 
structure, but in view of the probability 
that the next session of Congress will 
enact some legislation designed to com- 
bat this evil the longer term outlook is 
not unfavorable. In any event, the 
shares of Atlantic Refining are now be- 
ing quoted at prices which appear to 
largely discount the uncertainties in the 
situation and their retention is recom- 


mended. 


CONTINENTAL CAN CO., INC. 


I have some Continental Can Co. stock 
on which I have a nice profit and I am 
wondering if it would pay to buy some 
more as it seems to me that this company 
is in a unique position to benefit from fur- 
ther business recovery. But before buying 
I would like to be sure that all the favor- 
able prospects have not been fully dis- 
counted. Is there a likelihood of the pro- 
posed stock dividend having any unfavor- 
able effect on the stock’s price?—W. S. B., 
Flint, Mich. 


Despite the fact that Continental 
Can Co., Inc., greatly extended its fa- 
cilities in the years just prior to the 
depression by acquiring numerous go- 
ing concerns, owning plants strategical- 
ly situated in various parts of the coun- 
try, this expansion did not necessitate 
floating large bond issues or incurring 
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heavy bank ioans. Rather, the expan- 
sion was accomplished by issuing addi- 
tional shares of common stock, which 


were used as payment for the compan- | 


ies acquired and to retire subsidiary 
funded debt. All preferred stock of 
the company was retired in January of 
1930 and capitalization has since con- 
sisted solely of common stock. At the 
end of June there were 1,755,689 
shares outstanding, but directors have 
declared a stock dividend of 50%, 
which stockholders will be asked to rati- 
fy at the special meeting to be held on 
October 15. If ratified, the board has 
expressed its intention of placing the 
new stock on a $2.40 annual basis. 
Since the company’s report for the 12 
months ended June 30, 1934, revealed 
a net profit of $9,059,662, equivalent 
tu $5.16 a share on the present capital- 
ization, the indicated higher aggregate 
dividends seem amply justified. While 
Continental was not exempt from de- 


pression influences, the lowest earnings | 


recorded since 1929 were equivalent to 
$2.78 a share. This was in 1932, a 
year when the vast majority of indus- 
trial corporations sustained substantial 
losses. In 1933 the company was suc- 
cessful in reversing the earnings down- 
trend and reported for the full year 
the equivalent of $4.31 a share, while 
earnings this year give every evidence 
of establishing an all-time record high. 
Not only has the slaughter of drought 
live stock greatly stimulated the demand 
for tin containers, but their adoption 
by the petroleum and other industries 
has expanded greatly this year. Thus, 
we do not feel that for an issue of this 
caliber, Continental Can is now quoted 
at prices which largely discount future 
prospects, nor do we believe that the 
issuance of additional shares, through 
the proposed 50% stock dividend, will 
have a restraining influence on the 
stock’s market action. From a long 
pull standpoint, therefore, we can see 
no reason to oppose the extension of 
your commitment in the issue. 





In The Next Issue 


Is More Money the Solution 
of Present Difficulties? 
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Will Smelters Continue to 
Benefit Under the New 
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October 6th, 1934 


HE Board of Directors has declared a 

quarterly dividend of $1.6214 per share 
on the outstanding $6.50 Cumulative Pre- 
ferred Stock of this Company, payable on 
the 15th day of November, 1934 to stock- 
holders of record at the close of business on 
the 31st day of October, 1934. Checks will 


be mailed. 
DAVID BERNSTEIN 
Vice-President & Treasurer 























| 
| To the President of a 
Dividend-Paying Corporation :— 


Why should you publish your di- 
vidend notices in The Magazine of 
| Wall Street? 
| You will reach the greatest number of 
potential stockholders of record at the 
time when they are perusing our maga- 
zine, seeking sound securities to add to 
| their holdings. 
By keeping them informed of your di- 
| vidend action, you create the maximum 
| amount of good will for your company, 
} which will result in wide diversification 
| of your securities among these influential 
investors. 
Place The Magazine of Wall Street on the 
list of publications carrying your next divi- 
dend notice! 
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Outlook for Second 
Grade Bonds 


(Continued from page 657) 








bonds from the railroad and public 
utility groups would seem to be auto- 
matically barred to a large extent. 
While rising prices might conceivably 
prove beneficial to various industrial 
groups, the position of the railroads 
and utilities will be analogous to that 
of the investor himself. They will be 
forced to purchase materials and labor 
at higher costs without compensation 
in the form of higher rates. While it 
is unlikely that these conditions will 
produce wholesale bond defaults 
among utilities and railroads, they 
would intensify the risk attaching to 
the second grade bonds of these 
groups. 

In summary, there does not appear 
to be any valid objection to the in- 
clusion of second grade industrial 
bonds in contemporary investment 
portfolios, not, however, as a specula- 
tive venture but as a practical method 
of protecting income. If this seems to 
be much in the nature of a compro- 
mise, it at least has the merit of im- 
mediate and tangible results and can- 
not be said to differ greatly in prin- 
ciple with the spirit of compromise 
which present conditions have forced 
upon all investment undertakings. 








This Coming Election 
(Continued from page 643) 





funds and public office a Democratic 
party machine which would amaze 
Mark Hanna and Boies Penrose. Ras- 
kob holds the notes which financed the 
upbuilding of the present victorious 
party but the stream of grateful cash 
which now pours into the treasury of 
the Democratic National Committee 
goes not to pay for those dead cats 
but for the fighting cocks of a militant 
party. In the old days the Republicans 
had the cash and the Democrats the 
honor of poverty. Now the situation 
is reversed. A public job in a Demo- 
cratic hand is far better for campaign 
chests than a scared Republican fortune 
in a safe-deposit box. The Republicans 
still have the moneyed classes with 
them, but not their money. So, now 
the Democrats have more money, more 
confidence, more party solidarity and 
tar better morale than their foes. 
Spots of Congressional victory in 
Michigan, Illinois, Jowa, Indiana, Cali- 
fornia and elsewhere will serve as sym- 


bols that some day Democracy can be 
licked again, but the real high tide of 
Democratic dominance is expected this 
fall. Sinclair is picked to deluge Cali- 
fornia with his brand of socialism, and 
Ohio, West Virginia, Maryland and 
Missouri are due to increase the Demo- 
cratic majority in the Senate. This 
fall’s campaign is just a political picnic 
with the politics, partisan or funda- 
mental, mostly left out. In what 
thought there appertains to it, it is 
every man for his substantial self. We 
are too far into bread and circus for 
the crowd and not far enough as yet 
away from the wine and cakes for the 
disappointment phase of the political 
cycle to be crescent. But there will be 
enough stalwart men who are masters 
of their soul come back to Congress 
with popular certification to speak 
against the incredible follies of the day 
and to preach redemption in the wil- 
derness of defection from economic san- 
ity and political liberalism. 

That we shall ever go back to where 
we were in government and business is 
not likely. Two years more of the 
New Deal will form an amalgam with 
the Old Deal which can never be 
scraped off. The strategy of the Re- 
publican party is regionally to concede 
that the Old Deal was bad but that 
the New Deal will require some Re- 
publican hospitalization before it can 
be generally acceptable. Nationally the 
G.O.P. hits out boldly against all the 
Roosevelt innovations, but its punches 
lack conviction. It doesn’t know just 
where it stands or where it should be 
going. It will take another two years 
for it to make up its mind as to how 

nuch of the New Deal is to be ac- 
cepted and how much is to be rejected. 

There is no hope for Bourbons cr 
even for liberal Conservatives in the 
coming elections. We are in for two 
years more of adventure in legislation 
and experimentation in administration; 
and the outcome of them depends, 
ironically, on whether the sick eco- 
nomic body can get well in its old- 
fashioned way before the new doctors 
benevolently do it to death. But it 
will never be the same. We have gone 
somewhere; and, when we know where, 
the need of the times will not be to turn 
back but to adapt. 





General Foods 
(Continued from page 664) 








flection in the disbursement made to 
stockholders. Even the current 6% 
return must be considered not unsatis- 
factory. 

Except possibly through Frosted 
Foods, on which much development 


work still remains to be done, General 
Foods is not a stock that appears to 
have large potentialities under present 


conditions. The business is too stable 
for that. Moreover, the stock is com- 
pletely devoid of “leverage,” a factor 
so often the cause of any great jump 
in common earnings and the price at 
which a stock sells in the open market. 
Nor is General Foods one of the ob- 
vious beneficiaries of a reflationary rise 
in the general price level, for it is the 
manufacturer of bulk, rather than 
package, goods who might be expected 
to gain from such a development. 

Nevertheless, with any improvement 
in general business that would be an 
improvement in the volume of goods 
moving into consumption, contrasted 
with a price improvement, the company 
certainly could be expected to do at 
least somewhat better. And this, un- 
coubtedly would be reflected in the 
price of the stock and the dividends 
paid on it. 








Can the New Deal Break 
the Economic Jam? 


(Continued from page 648) 








a scientific basis of minimum necessity, 
supported at least in substantial part 
by direct and broadened taxation; 
meanwhile cutting down on all other 
spending. Coupled with this should 
be a firm declaration of the President's 
intention to balance the budget at the 
earliest possible moment, to which end 
he will give capital and business every 
possible encouragement in order that 
the necessary revenues may be pro- 
duced. 

Taxation is related to this question. 
In this country some 3 per cent of the 
people pay income taxes. In Great 
Britain approximately 25 per cent do. 
We have gone to great lengths in un- 
scientific, indirect and overlapping 
taxes which permit politicians to make 
the dishonest and untrue claim that 
only the rich pay the bill. A broad 
taxation base is one of the greatest of 
political safeguards. Every occupied 
person should share in the relief bill. 
Every occupied person should directly 
and consciously share in the Federal 
income tax, even if his payment is only 
$5 a year. There would be greater 
protection against political waste in 
this system and more faith in the sound- 
ness of government. 

In the relation of labor and capital, 
capital justifiably feels that thus far 
under the New Deal the Administra- 
tion’s sympathies have been too largely 
with organized labor. It believes that 
the role of government should only be 
that of referee and mediator and that, 
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at the least, if new privileges are ac- 
corded labor by Federal legislation 
there should in some manner be equiva- 
lent responsibility imposed upon labor 
or exacted from it. The present effort 
tu negotiate a specific period of indus- 
trial peace is a step in the right direc- 
tion. 

A further source of uncertainty is 
capital’s doubts regarding the Admin- 
istration’s attitude toward the profit 
system and the question of what con- 
stitutes a “reasonable” profit. Plainly 
a “reasonable” profit would be ex- 
tremely difficult to define. 

Perhaps it would be an excellent 
idea—strange as it may seem—for the 
New Deal to drop this subject entirely 
and let business infer that it is free 
to make all of the profit that it can! 
If this seems the view of a reactionary 
or a Tory, bear in mind that in our 
economic system capital is always com- 
peting with capital for consumer favor, 
destroying it and replacing it with bet- 
ter or cheaper goods and services; that 
the national wealth over a century has 
grown at the rate of less than 4 per 
cent a year, proving that this is the 
long-range average expectancy of re- 
turn on capital; that manufacturing 
profits on sales or gross revenues in the 
boom years 1923-1929 averaged only 
4.91 per cent as shown by United 
States Treasury figures; and, finally, 
that anything above what the New 
Deal may consider a “reasonable” profit 
is more than likely in any event to go 
to the tax collector. 

Next: what is the soundest policy 
for the New Deal to pursue as regards 
commodity prices? For finished goods, 
obviously, the only proper price is the 
price which will move goods into con- 
sumption and which will support the 
largest volume of production. We were 
on the right track in the initial theory 
that one of the first correctives was 
to raise staple prices to restore their 
economic balance as far as possible 
with manufactured goods. Monetary 
depreciation, A A A control and 
drought have combined to lift the 
level of staples, but in N R A and its 
advancement of industrial costs and 
prices the New Deal trumped its owa 
ace. 

With staple surpluses relieved or de- 
stroyed, and with N R A price-fixing 
in eclipse, we are getting back on the 
right road. Even though many busi- 
ness men will not like it—for much of 
business itself insisted on the resort to 
price-fixing despite abundant economic 
experience in its dangers—the Admin- 
istration will be wise to adhere from 
this point on to policies which encour- 
age healthy competition in industry, 
volume production and the lowest pos- 
sible prices. It is only the volume 
functioning of our economy that can 
produce and support rising wages. 
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Staple producers inevitably—and with 
much justice—will be the first benefi- 
ciaries. Labor should be urged to see 
the necessity that it wait for the later 
reward that a sounder balance of agri- 
cultural-industrial price ratios will 
yield. 

Finally, the dam that now lies across 
the economic stream is not going to be 
broken while the flotation of new cor- 
porate financing remains at its present 
barely perceptible trickle. The Presi- 
dent is aware of the problem of the 
heavy industries and of the fact that, 
since they are the real sore spot of 
depression, they hold the key to gen- 
eral recovery. 

He correctly intimates there is no 
panacea for them. Under the best of 
conditions their recovery to normal will 
be slow. But, clearly, the best of con- 
ditions do not exist. Clearly, also, it 
should be possible to improve substan- 
tially upon present conditions. 

Here 80 per cent of the task is 
merely what we have discussed above: 
namely, the restoration of the conii- 
dence of capital, that it will venture 
again into long-term commitments in 
normal volume. The other 20 per 
cent is in the legal and excessively bur- 
densome restrictions of the Securities 
Act. Rightly, fraud and deceit must 
be abolished as far as is humanly pos- 
sible, but in seeking this worthy end 
we have paralyzed financing by honor- 
able business and honorable banking. 
Plainly, experience to date suggests that 
this well-intentioned reform should be 
made more practicable, either by legis- 
lative revision or by administrative ac- 
tion—if possible—of the Securities and 
Exchange Commission. 

Whatever one may think of the 
above criticisms and suggestions, think- 
ing Americans can not further delude 
themselves that under the New Deal 
we are “on our way.” Instead, we are 
caught firmly in an economic jam. We 
will not be “on our way” until the 
New Deal and capital shake hands and 
join in sincere endeavor to loosen the 
key logs. 





For Profit and Income 
(Continued from page 666) 








and two shares of common stock. In 
favor of co-operation, there is the ad- 
vantage that acceptance of the terms 
means the elimination of certain mort- 
gage restrictions which make it impos- 
sible to pay dividends until the com- 
pany has made up losses aggregating 
about $29,000,000. Against co-opera- 
tion there is the consideration that it 
means preferred stockholders will fore- 
go dividend accumulations due them 
and also that they will lose part of their 














WHICH STOCKS 
A BUY NOW? 


—from long-pull view- 
point, what groups best 
for balanced list. 


* 
RAILS GOOD FOR 
ANOTHER RISE? 


—despite doubtful fu- 
ture, will rails join mar- 
ket in general advance? 


i 
WILL INFLATION 
SAP Your BONDS? 


—practical, specific ad- 
vice how to hedge your 
holdings against inflation. 


@ 
GOOD-BYEtoYOUR 
POWER STOCKS? 


—before you say fare- 
well to utilities, get the 
full facts. 


4 
TWO WAYS to AID 
YOUR INCOME 


— big yields are pitfalls! 
How income can be rea- 
sonably increased. 


@ 

] 
Write 
for Free Copies of 
Above Reports 


 Babson’sReports 








ae 
; = ‘ 
y Div.62-77 Babson Park, Mass. | 
| Send free copies of reports ' 
{| mentioned in The Magazine i 
i of Wall Street. : 
| 
Be NOMC= acd ees ck cal daesoessens i 
I 
: Pitt aN OT ROE eee Oe | 
5 | 
{ 


CHOCO HBO CRCEECCEC CHR COG OE ES 


679 

















New York Curb Exchange 








ACTIVE ISSUES 


Quotations as of Recent Date 


1934 
Price Range 
Recent 


“High Low Price 





Name and Dividend 


um. Co. of Amer......... 8534 4814 487% 
Pome Cyanamid B (.25).... 2210 1434 1634 
Amer. Gas & Elec. (1)...... 3333 185, 2034 
Amer. Lt. & Tr. (1.20)...... 19/6 at 7s . 3 
Amer, oer Am! ase Te Se 
ee Seer ree 15 734 84 
Canadian Indus. Alco. “A”... 203% 544 74 
Cities Service...........-... 414 154 1 % 
Cities Service Pfd.......... 6%, 114 15% 
Consol. Gas Balt. (3.60)..... 68 53 63% 
Cord Corp. (25)........... 854 2% TA 


Creole agg soe 
Distillers Cp. Seag.. . “% 4 
Elec. Bond & Share........ 23!, 94% 10% 
Elec. Bond & Share Pfd. (6). = 31 38% 





Elec. Pr. Assoc. (.40)....... ¥ 334 334 
Ford Motor of Can. “A’’ (50) 247%, 15 22% 
Ford Motor, Ltd........-.. 1035 6144 104 
General Aviation........... 914 3 3 
Gomerdl Tis. .....ccccesess 99 52 54 


1934 
Price Range 
——s—— Recent 

Name and Dividend High Low Price 
Glen Alden Coal (114)...... 243g 1034 2134 
Great A. & P. Tea N.-V. (7). 150 122 1 : 
Gul: aaa 7634 4934 50} 
Hudson Bay M.&S........ 1534 8% 13% 
Humble Oil (1)............ 463; 3844 40 
Imperial Oil (.65).......... 155g 125, 15 
Inter. Petrol. (1.56)........ $034 193, 2954 
Lake Shore Mines (8)...... 6044 414% 69% 
Niagara Hudson Pwr....... 934 44% 44 
Novadel-Agene (2)......... 2314 #17 #8 20 
Pan-American Airways (.50). 51 31% 32 . 
ad to 514 2 2% 
South Penn Oil (1.20)...... 2644 1734 21 
Swift & Co. (.60)........... 2034 13% 18% 
| eee 40!5 2334 384 
United Founders........... 1% A % 
United Gas Corp........... 334 1% 2% 
United Lt. & Pwr. A........ 53% 1% 15% 
United Shoe Mach (5)...... 68% 5734 66 
Walker Hiram H. W........ 5744 2134 25% 

















seniority in the plan of capitalization. 
It would seem, however, that there 
were more to be gained by agreeing to 
the proposed terms than refusing then 
if one remembers that a preferred stock- 
holder’s chances of receiving any in- 
come at all is dependent upon a marked 
improvement in the steel business. Un- 
der the present capitalization, a marked 
and sustained pick-up would result in 
his eventually receiving all back ac- 
cumulations and regular dividends of 
$6 a share. Under the proposed capi- 
talization, a marked and sustained pick- 
up would result in his receiving, and 
receiving sooner, regular dividends of 
$3 a share, plus all he might obtain 
from his two shares of common stock 
which might be considerable under such 
conditions. 





Where Does Industry 
Stand? 


(Continued from page 656) 





undergone a vigorous upturn and have 
since shown no signs of diminishing. 
The Federal Reserve Board’s adjusted 
index of department store sales, which 
had declined from 77 in May to 73 in 
July, recovered to 79 in August. More- 
over, the improvement was not confined 
to department stores. A compilation 
of 23 chain store systems, including gro- 
cery, 5-and-10, apparel, drug and shoe 
stores showed a gain of nearly 7 per 
cent in sales over a year ago. One mail 
order house registered a gain of 23 per 
cent in August sales over last year. The 
gains in September, based on incom- 


plete figures will be equally reassuring. 

Sales gains during September have 
been upwards of 10 per cent in dollar 
volume for large retailing organiza- 
tions, while prices according to the Fair- 
child retail index were only 6 per cent 
higher on September 1. Thus, it would 
appear that unit sales were also larger. 
Among the factors contributing to make 
possible this improved showing are the 
large government relief and other pay- 
ments going directly into consumers’ 
hands—particularly in the agricultural 
territories. Lower prices constitute 
another factor in stimulating sales. 
Since last April retail prices, as com- 
puted by the Fairchild index, have de- 
clined 2.6 per cent. Raw material prices 
during the same period, however, rose 
10 per cent and agricultural products, 
over 24 per cent. To the extent that 
the purchasing power of the producer 
and farmer have been enlarged accord- 
ingly, these latter figures are subject to 
constructive comment but from the 
standpoint of the retailer and processor 
of packaged foods, for example, they 
mean lower profits unless they can be 
offset by economies—-a doubtful possi- 
bility when it would appear that the 
trend of costs is definitely upward. 
Sooner or later, rising costs must be 
passed along to the consumer but until 
the consumer’s buying power has 
passed the convalescent stage, retailers 
and processors alike will be reluctant 
to risk the loss of competitive advan- 
tages and business volume by sharp 
mark-ups. It follows, therefore, if this 
line of reasoning is correct, that retail 
profits and earnings will fail to main- 
tain the pace set by sales. Their im- 
pressiveness, however, should be en- 
hanced by comparison with the finan- 


cial results in other fields where the 
same element of inherent stability is 
lacking. 

The same conclusions with respect to 
retail trade are likewise applicable to 
such groups as soap and toilet goods 


manufacturers, packing companies, 
sugar producers and refiners, dairy com 
panies and various processors of food 
sold under trademarked names. The 
normal demand for these various com- 
modities does not fluctuate much be- 
tween good times and bad but profits 
continue subject to the vagaries of in- 
ventory losses and the pressure of com- 
petition. Rising prices for raw mate- 
rials mitigate the risk of inventory 
losses but this is a temporary advantage 
and ultimately they mean higher retail 
prices. The showing of individual 
companies will depend upon the extent 
to which they are successful in meeting 
this situation without loss of volume. 
The emphasis being that the investor 
should not be misled into false secur- 
ity by the favorable implications which 
attach to rising prices, so long as there 
is the danger that price rises may out- 
strip the gains in public purchasing 
power. 

Among the industries of more basic 
importance, the chemical industry has 
been the star performer. While not 
strictly a consumption goods industry, 
its broadly diversified character and 
unusual elasticity have lent a large ele- 
ment of stability without, however, in 
any way depriving it of the more dy- 
namic possibilities which arise from po- 
tential increases in volume. In the 
chemical industry, the problem of raw 
materials and inventories is of little 
consequence and not the least of its 
advantages, by any means, is the low 
ratio of labor costs. For rather obvi- 
ous reasons, this is a particularly desir- 
able condition at this time, indicating 
not only the ability of the industry 
readily to absorb any reasonable in- 
crease in wages, without seriously af- 
fecting profits, but to take care of a 
substantially large volume of business 
without a corresponding increase in 
overhead. While earnings of repre- 
sentative chemical companies for the 
third quarter will be adversely affected 
by the general business slump, and the 
textile strike specifically, results in the 
final quarter should afford favorable 
comparison with last year. DuPont, 
Union Carbide, Air Reduction and 
American Cyanamid might be consid- 
ered among the favored equity invest- 
ments. 

Internal difficulties, rather than any 
considerable slump in consumption, 
have created a precarious situation in 
the oil industry. After practically a 
year of relative stability, the industry 
has again reached a critical stage. The 
gasoline purchasing pool has been aban- 
doned and with legal tests of the gov- 
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ernment restrictive measures deferred 
until some future date, serious doubts 
have arisen over the ability of crude 
prices to hold up. Any serious break 
in crude prices would mean inventory 
losses and result in a considerable ad- 
verse change in current earnings of the 
majority of oil companies. “Hot oil” 
is being produced at the rate of 125, 
000 barrels daily, at this writing, and 
will continue to constitute a serious 
menace to the industry until some ef- 
fective measure to control excessive 
production is discovered. 

The settlement of the textile strike, 
with none of the specific demands made 
by labor being granted, does much to 
clarify the outlook for a highly im- 
portant industry. Heavy inventories 
built up by distributors in anticipation 
of higher prices have been gradually 
worked off and demand from this 
source should result in some contra- 
seasonal activity in the last quarter. 
With production of rayon closely at- 
tuned to demand, the industry is in a 
strong statistical position and given 
reasonable price stability, leading pro- 
ducers should be able to translate the 
constantly increasing demand for this 
type of fabric into satisfactory profits. 

Among those industries of lesser 
basic importance, the prospects for the 
tobacco industry are the more promis- 
ing. Cigarette withdrawals this year 
promise to establish a new high.  Fig- 
ures for the first eight months showed 
a gain of 9 per cent over last year. 
The 10-cent brands are no longer men- 
acing the Big Four companies but com- 
petition among the popular 15-cent 
brands is becoming more intense. A 
moderate rise in wholesale prices to 
offset higher tobacco costs may be 
forthcoming in the near future. The 
demand for snuff is larger this year, 
and even the cigar manufacturers are 
experiencing enlarged sales after an ex- 
tended decline. 

Copper sales have recently been re- 
ported as running behind sales quotas 
and this situation combined with the 
drop in export sales may result in some 
reduction in the present 9-cent price 
for so-called Blue Eagle copper. This 
might prove helpful in stimulating sales 
but hardly in sufficient time to bring 
any material improvement in earnings 
for the final quarter. While some cop- 
per companies will continue to derive 
benefits from silver production, the 
outlook so far as-restricted earnings 
are concerned has not improved great- 
ly for the better. Refining and smelt- 
ing companies such as American Smelt- 
ing and U. S. Smelting are giving a 
good account of themselves and are 
favored as “inflation hedges,” as are 
Kennecott and International Nickel. 

After experiencing a sharp seasonal 
decline in the summer months, produc- 
tion of both anthracite and bituminous 
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has again turned upward and for the 
full year should register a gain over 
1933. The increase in anthracite pro- 
duction, however, is likely to be more 
pronounced than in the case of bitu- 
minous. Bituminous producers will be 
aided by the absence of price-cutting 
tactics during the dull months such as 
has frequently occurred in the past, 
and some prices have even been ad- 
vanced moderately. Weather condi- 
tions will determine the prospects for 
anthracite producers and should condi- 
tions be comparable with last year, 
earnings results should be distinctly 
better for the year as a whole. 

From the foregoing summary of the 
leading industries of major importance, 
the general business prospect for the 
final quarter is best described as mixed. 
While it is obviously impossible to say 
what the situation would have been 
without the presence of artificial fac- 
tors and the general uncertainty over 
the future which prevails, to the writer, 
at least, it seems that business is no 
better or worse than might be other- 
wise be expected at this stage of the 
economic cycle, following in the wake 
of a worldwide depression of extended 
duration. 

In the general bewilderment as to 
what the future holds, sight should not 
be lost of the fundamentals which con- 
tinue to work in favor of recovery. 
Financial liquidation has all but ceased; 
the banking situation is better; and 
there has been much progress in bal- 
ancing the supply and demand of 
principal commodities. The real estate 
situation has improved; business fail- 
ures have declined appreciably; and 
the pressure upon debtors has been re- 
lieved both by financial assistance and 
legal machinery. In all of this the 
missing link is, of course, what will be 
the Government’s policy with respect 
tc the budget, borrowing and currency 
tinkering. No one can say with as- 
surance. Time alone will tell but it 


may well be that another six months 
will find the Administration more con- 
servative than earlier events have in- 
dicated. 








The Mail Order Outlook 
(Continued from page 661) 








stockholder for the mail order com- 
panies, in the face of the great im- 
provement in earnings that they have 
registered, must necessarily be modified 
to some extent by the thought that the 
rcturn on his investment is likely to be 
either small in the near future, or de- 
layed longer than he expects, because 
of the companies having to strengthen 
their internal structure. Sears, Roe- 
buck undoubtedly would like to see its 
notes payable reduced. before initiating 
common dividends; in the case of Mont- 
gomery Ward there is still that $7 in 
accumulated dividends on the preferred 
to be liquidated before the common cana 
receive anything; Spiegel, May, Stern 
is another company having notes to pay 
and also probably would wish to build 
up its cash position; finally, National 
Bellas Hess, as has been said, is just 
starting upon a course of rehabilitation. 
Moreover, in the case of the last com- 
pany, a stockholder should remember 
that his equity is subject to some dilu- 
tion because of the right possessed by 
officers to take a share of the profits in 
the form of common stock. Not that 
there is anything reprehensible in Na- 
tional Bellas Hess’ employee-profit-shar- 
ir.g plan. It is merely mentioned for its 
inevitable effects upon those who buy 
the issue in the open market. 

There is one more extremely impor- 
tant point that bears on the chances of 
the mail order stockholder receiving a 
return on his investment. It is merely 
this: These companies are popularly 
supposed to benefit from a rise in the 








MARKET STATISTICS 


N. Y. Times 
N. Y. Times —Dow, Jones Avgs.—. ————50 Stocks. 
40 Bonds 30Indus. 20 Rails High Low Sales 

Monday, September 24......... 79.35 90.45 35.06 80.01 78.91 514,670 
Tuesday, September 25......... 79.51 92.72 36.27 81.11 78.75 841,985 
Wednesday, September 26...... 79.71 92.44 36.01 81.34 80.46 796,460 
Thursday, September 27........ 79.76 93.40 36.62 81.78 80.15 798,770 
Friday, September 28........... 79.63 92.49 36.22 81.34 80.46 512,290 
Saturday, September 29........ 79.66 92.63 36.33 80.80 80.38 222,370 
Monday, October1............ 79.16 90.41 34.95 80.23 78.59 619,880 
Tuesday, October 2............ 79.35 90.88 35.12 79.81 78.83 370,270 
Wednesday, October 3......... 79.54 91.04 35.20 80.13 79.36 410,225 
Thursday, October 4........... 79.46 91.01 35.11 79.92 78.84 607,610 
Friday, October 5.............. 79.82 92.96 36.08 81.75 80.32 872,190 
Saturday, October 6........... 79.95 92.85 35.97 81.33 80.90 230,668 








general price level. And they do, up 


to a point. But should there be any- 
thing approaching an inflationary rise 
in prices, these companies would find 
themselves hard put to it to find the 
money for carrying inventory. Al- 
ready, the book value of their inven- 
tories has registered a very sharp rise. 

When it comes to weighing the mail 
order industry's favorable prospects, to- 
gether with the less favorable internal 
position of the companies that make up 
this industry and then reducing the an- 
swer to terms of common stock prices, 
the task will be found far from easy. 
Possibly the safe conclusion is that, 
while not one of these mail order issues 
is currently on the bargain counter, 
there is an excellent chance that a 
patient holder will be rewarded 
ultimately. 





Gold Dust Corp. 
(Continued from page 665) 








ucts but is involved in a number of 
industries subject to differing influences 
viz.: flour milling, soaps, foods, shoe 
polish. On the other hand, the com- 
pany’s products are well and favorably 
known and, while they are at the mo- 
ment admittedly meeting keen compe- 
tition, fundamentally their position 
with consumers is a strong one. Much 
depends upon management, but if those 
in control of the company can only 
maintain the goodwill that is currently 
possessed during the remainder of pres- 
ent difficult period, it should not be 
too much to hope that pre-depression 
earning power will be reattained. 





Better Market Action 
Indicated 


(Continued from page 641) 








undoubtedly better than average, it is 
of interest to note that the September 
sales of one of the largest mail order 
companies were 39 per cent above the 
level of the corresponding month of last 
year. Since its catalog prices for that 
month were lower, rather than higher, 
than a year ago, thé gain, obviously, is 
in actual volume. 

The buying power that retail trade 
currently reflects should make at least 
a moderately favorable impression be- 
fore long in the reports of steel opera- 
tions, which has turned up from the 
year’s low; in car loadings, in electric 
power output, in the production and 
sale of automobiles and in other ther- 
mometers of business. 
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